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THE ITALIAN BANKING CRISIS. 


Any one who is at all acquainted with the history of banks 
of issue in the principal countries of the world knows what violent 
crises have been brought about by the vicious policies and methods 
of administration adopted by governments and banks in regard to 
credit. Political economy is able plainly to indicate true scien- 
tific principles deduced from observation, to cite instances of the 
harm which has followed when these principles have been for- 
gotten, even to foretell the disastrous consequences which must 
follow whenever an attempt is made to settle matters relating to 
banks of issue without regard to economic laws; but all this is 
not enough. Harsh experience alone can make a people under- 
stand the errors which they have committed and lead them to 
accept counsel of men of science. We have seenand felt all this 
in Italy during the last few years. It will surely be useful for 
other countries to know the details of the panic through which 
the Italian banks have passed; for this experience has shown 
how well founded are certain conclusions of economic science. 
It has shown also to what inevitable results government inter- 
ference, politics, and other like influences lead in matters which 
ought to be regulated solely by the principles of economic 
science and practice. It will appear on reviewing briefly the 
history of the Italian banks of issue, that they have committed 
grave errors in practice, Government and Parliament heedlessly 


consenting or inciting thereto, and that these errors have been 
VoL. II., No. 1. 


2 JOURNAL OF POLITICAL ECONOMY. 


accompanied, happily in but one bank (the Banca Romana), 
by frauds, corruption, and a squandering of money. This has 
resulted in such a condition of affairs that we have been 
obliged to enact, at any cost, a new law for the regulation of 
banks of issue and put a stop to the disorder, or in colloquial 
phrase, to the ‘“‘anarchy’’, of our bank-note circulation. In the 
long record of commercial crises there have certainly occurred 
periods analogous to that through which Italy is now passing ; 
but if the present situation in Italy is in certain respects similar 
to the situation in England prior to the passage of the Bank 
Charter Act of 1844, especially as regards over-issues, the 
Italian banking crisis differs, at least in some special features, 
from other crises. One peculiarity among others is that the 
banks of issue, whose fate has been constantly in doubt 
during the last ten years, are subject to the caprices of govern- 
ment control; that is to say, to the caprices of the ministers 
who may have the direction of public affairs and who have for- 
gotten the first principles of scientific banking. It happens, too, 
that the banks have ignored the prudent rule so neatly expressed 
by the Count de Mollien in the words, ‘ pour ne jamais finir, une 
Banque doit étre toujours préte a finir.”* Through operations incom- 
patible with the functions of banks of issue, the Italian banks 
have got themselves into a condition where it is impossible for 
them to keep the circulation of their notes within the limits fixed 
by law, and redeem notes at sight without restriction. What 
with one bank, a Roman one, that has lost all its capital 
twice over, and other banks that in point of fact do not redeem 
their notes at par; with a metallic currency at a premium 
of from eleven to twelve per cent., and an absolute dearth of 
subsidiary coin, one may well speak without exaggeration of a 
banking crisis. 

But it is time to pass to an account of the details which have 
characterized the crisis, that we may be able afterward to seek 
out causes and effects and indicate the measures which have 
been taken to mend affairs. 


*“ Tn order never to close, a bank should always be prepared to close.” 
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I. 

From 1876 to the present time Italy has had six banks of 
issue, of different financial strength. The Banca Nazionale nel 
Regno d'Italia (National Bank in the Kingdom of Italy) with a 
capital of 150,000,000 lire ($30,000,000), the Banca Nazionale 
Toscana (National Bank of Tuscany) with 21,000,000 lire 
($4,500,000), the Banca Romana (Bank of Rome) with 15,000,000 
lire ($3,000,000), the Banca Toscana di Credito (the Tuscan 
Bank of Credit) with 5,000,000 lire ($1,000,000),—these four 
banks are joint-stock corporations with regular shareholders. 
The Banca di Napoli with 68,750,000 lire ($9,700,000), and 
the Banca di Sicilia with 12,000,000 lire ($2,600,000), have no 
shareholders, both being public institutions: their holdings are 
not private property, and in case of liquidation it would be car- 
ried out by the State. Neither of these two banks, therefore, is 
called upon to declare dividends: of net earnings, part goes 
to augment the capital, and part is devoted to philanthropic 
objects. 

The six banks of issue above named have been governed by 
the law of April 30, 1874, which accorded them the privilege of 
issuing notes to the amount of three times their capital, provided 
they kept a reserve in coin or legal tender notes, equal to one- 
third the amount of their own notes in circulation. The capital 
was fixed by the government for each bank at amounts already 
indicated in the figures above quoted. The chief purpose of 
the law of 1874 was to fix a limit to the amount of notes issued 
by the banks and by the State ; for since May 1, 1866, Italy had 
been under a régime of legal tender paper money (cours forcé), 
and notes had been issued on government account aggregating 
860,000,000 lire ($172,000,000). The law of 1874 aimed also to 
reduce the banks to some uniformity of practice. These banks 
had had no common basis of operation. So that a note of 
the Banca Nazionale nel Regno d'Italia was not convertible 
at sight into coin, while the two state banks no longer issued 
regular bank notes but only certificates of deposit (/fedi e 
polizze). The law of 1874 also aimed to extend the circulation 
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of the bank notes by taking away their provincial character. It 
was thought, moreover, that the six banks of issue might be 
combined into a union (consorsio) or association for the purpose 
of loaning to the government a sum not exceeding one milliard 
of lire ($200,000,000) in legal tender notes, which would thus 
constitute a national debt. At the same time the law authorized 
the banks to issue on their own account a total of 755,250,000 
lire ($151,050,000). These notes were a legal tender, but were 
redeemable on demand in coin or in the notes of the associated 
banks, that is to say, the legal tender notes issued on govern- 
ment account. 

It is to be remarked that the law of 1874 satisfied neither the 
advocates of the principle of a plurality of banks of issue (as 
that principle is applied in the United States) nor those who 
preferred a single bank of issue modeled upon the Bank of 
France. In fact, on the one hand, the number of institutions of 
credit having power to issue notes was strictly limited, while, on 
the other hand, the law tended to hold the banks in a condition of 
equality—to give to each full scope and freedom of expansion. 
The law regarded a certain degree of emulation and competition 
between the six banks as useful and beneficial. It was hoped 
that in this way commerce and industry might receive some 
advantage, and that the power of the chief bank, Banca Nazio- 
nale nel Regno d'Italia, might be held in check by the five other 
institutions. But the authors of the law of 1874 intended it to 
be essentially a measure for regulating the circulation of paper 
currency, and they hoped to put an end thereby to the disorder 
which had been brought about through the free issue of notes 
by popular and commercial institutions of credit, by savings 
banks, and even by private individuals. They did not attempt 
to decide the relative merits of single and of associated banks of 
issue—no one had that matter in mind; but later, after the 
abolition of forced circulation and the resumption of specie pay- 
ments, the one or the other system should have been chosen: this 
was the idea of the authors of the law of 1874. From 1874 down 
to the discontinuance of forced circulation and the resumption 
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of specie payments (April 12, 1883), the development of the 
Italian banks was normal. I give the most important figures for 
the period 1873-1882, in millions of lire: 











Notes in Circu- . 

Capital and lation, and ee ee ber 5 Commercial 

YEAR > t. =k wr! oom wd December 31. made during Bills not ‘1 
31. year. December 
Rs vicasaee 303.3 790.4 539.2 2398.0 6.6 
_ Sere 311.4 761.4 470.2 2169.7 7.5 
a 325.9 729.9 427.3 2077.1 10.7 
ae 330.3 759.2 421.2 1801.2 16.1 
Sain acess 334.3 765.3 453-6 1824.8 19.7 
re 340.8 815.8 477.6 1730.7 20.5 
RS 344-5 853.1 511.3 2116.6 19.3 
ere 348.5 911.8 570.8 2402.0 57.2 
er 352.3 861.7 517.6 2543-4 16.4 
So 357-6 872.1 523.5 2599.0 17.3 




















Many observations might be made upon these figures, but as 
we must hasten on to the last period, 1883-1892, we shall con- 
tent ourselves with noting that in 1873 the amount of loans and 
discounts was very high, corresponding to the general expansion 
of business which preceded the crisis of that year; in 1874 a 
period of contract: on began, and not till 1879 did business tend 
to become more active. But the commercial biils unpaid [ effets 
de commerce en souffrance| as early as 1876 amounted to a con- 
siderable sum, and from that time on they maintained themselves 
at a figure which would scarcely be found on the books of banks 
of issue in other countries. It is, indeed, an indication of how 
little restraint was used in the operations of some of the banks, 
and suggests that a reasonable amount of prudence would have 
counseled proceeding with much greater caution in the new era 
opened by the abolition of the forced circulation. 

The law of April 1, 1881, provided for a return to specie 
payments ; two years later, April 12, 1883, the doors of the 
treasury opened for the redemption of national notes issued on 
account of the government by the associated banks. A loan of 
640,000,000 lire ($128,000,000) and the issue of 340,000,000 
lire ($68,000,000) in national notes (in denominations of one 
and two dollars) made it possible to retire the legal tender notes 
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in forced circulation. This operation sensibly modified the com- 
position of the currency, and made necessary a reorganization of 
the banks in order to give greater elasticity to their circulation, 
and to render possible and effective the change from their notes 
to coin. Bills had been presented to Parliament before 1883, but 
opportunity to discuss them had been wanting, and we found 
ourselves about to resume payment without having done anything 
to better the situation of the banks of issue, which had, indeed, 
during the period of paper currency, reaped a considerable net 
profit. The bill presented by MM. Magliani and Berti, on 
November 26, 1883, initiated the long succession of bills deal- 
ing with banks of issue, which have brought us through many 
sad vicissitudes to the new law of August 10, 1893 ; to this law we 
shall devote our attention later. The parliamentary machine is 
pretty slow. Ten years, a crisis, and a number of scandals, have 
been necessary to bring about a law which every one has fora 
long time recognized to be altogether indispensable to the inter- 
ests of the country and of the treasury. 

After the change to a metallic basis, Italy experienced, down 
to 1887, a period of excessive speculation. On April 12, 1883, 
the premium on gold was reduced to zero. The demand for the 
redemption of notes was at first considerably less than had been 
prepared for. The public felt absolute confidence in the notes 
and preferred them to coin. Italian five per cent. rentes, and 
nearly all Italian securities, experienced a considerable rise. 
Banks of issue, contrary to their previous intentions, continued 
to discount at five per cent., and bills of exchange found a 
ready market in foreign countries, especially in France and 
Switzerland. At the same time good interest bearing bonds and 
other securities were sent abroad, creating thus, temporarily, a 
large credit in favor of Italy. Italy was enabled to make pay- 
ment for the coin reserves accumulated for the resumption of 
specie payments, and to pay the balance of international trade, 
at that time unfavorable. In the five years 1884-1888, the mer- 
chandise imported into Italy exceeded the exports by more than 
two milliards of lire; the excess amounted in 1887 to 603,- 
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000,000 lire. In 1884, however, confidence in the Italian mone- 
tary regime was such that institutions of credit and foreign 
bankers eagerly accepted Italian paper, and this placed at our 
disposal large resources which we abused. The rate of discount 
fell from five to four per cent. and even to three and one-half 
per cent.; foreign exchanges were favorable to Italy. 

This lasted but a short time. As early as 1884, in the 
beginning of the autumn, owing to the outbreak of cholera, the 
bad harvests, and other secondary causes, the conditions of the 
money market “nderwent their first depression. But the real 
crisis in monetary affairs and in public credit came upon us in 
April, 1885; Italian securities fell in Paris and London, the 
exchanges rose, gold and silver left the country. In April, 1885, 
according to the figures of the custom house (which are noto- 
riously incomplete), the exportation of gold and silver was 
85,000,000 lire, and the importation 16,000,000; excess of 
exports 69,000,000. In the same month the cash reserve of the 
Treasury shrunk 59,000,000, and that of the Banca Nazionale, 
26,000,000 lire. The payment of the notes grew more difficult, 
and the banks of issue interposed to float Italian securities 
abroad and depress the exchanges. The rate of discount was 
raised to six per cent., but this and other similar measures could 
not permanently ward off the crisis. The depression returned in 
1887, to continue down to the present time, when we have had 
an exacerbation of distress, as we shall presently see. 

One cause of the crisis of 1887 is found in the extensive 
building operations carried on and encouraged by a system of 
loans granted by loan associations to builders, often upon very 
easy terms. Another cause is found in the diminution of free 
capital. Foreigners had withdrawn their contributions; they 
refused to discount Italian commercial paper, or to extend the 
time on their securities, or to engage in new commercial and 
industrial enterprises. The withdrawal of foreign capital was a 
very severe blow. Italy had need then, as she has now, of for- 
eign capital in her industry and commerce ; but the withdrawal 
was an inevitable consequence of the reappearance of a premium 
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upon gold ; a premium which by its frequent oscillations deprived 
credit operations of all security and stability. Every resource 
should have been strained to do away with the premium ; but the 
banks of issue which should have codperated with the treasury 
to compass that end did not find themselves in a condition to act 
effectively, and by their shortcomings they aggravated the evil. 

The fundamental error committed by the banks of issue since 
1885 has been the undue exercise of their functions as note issuers, 
and the employment of their notes in operations not compatible 
with the nature and purpose of a bank issue; that is to say, in 
granting long credit, and that based not upon commercial paper but 
on real or industrial and agricultural securities. The law of 1874 
fixed the issues of the banks at 755,250,000 lire; but, although 
this limit was never passed before the resumption of specie pay- 
ments, after 1887 issues of notes were made aggregating a much 
larger sum. I think it will be of use to present the figures 
relating to the circulation of notes of the banks and of the gov- 
ernment since 1871 : 

MILLIONS OF LIRE. 























Notes issued - Total cash re- 

Year. | on account of | Notesof thesix | Total paper in | serve of the six 

the State. banks of issue. circulation. banks." 
1871 629.0 577-5 1206.5 307.4 
1872 760.0 623.3 1363.3 282.1 
1873 790.0 664.3 1454-3 306.5 
1874 880.0 633.2 1513.2 318.4 
1875 960.0 621.2 1561.2 276.1 
1876 960.0 646.0 1586.0 300.1 
1877 960.0 628.5 1568.5 278.2 
1878 960.0 672.2 1612.2 318.9 
1879 960.0 732.4 1672.4 322.9 
1880 960.0 768.9 1688.9 323.2 
1881 960.0 735-5 1675.5 296.7 
1882 960.0 732.3 1672.3 303.5 
1883 718.0 793-9 1511.9 449.6 
1884 610.8 899.0 1509.8 496.3 
1885 493.2 948.4 1441.6 433-6 
1886 446.6 1031.8 1478.4 451.5 
1887 395.1 1075.7 1470.8 451.2 
1888 346.3 1074.8 1421.1 460.4 
1889 344.1 1114.1 1458.2 438.7 
1890 342.8 1126.4 1469.2 409.6 
1891 341.9 1121.6 1463.5 442.7 
1892 341.4 1138.3 1479-7 447.0 
1893 332-9 1157.1 1490.0 445-9 





t Metallic reserve. 
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An unauthorized. or illegal issue of several hundred millions 
of lire was tolerated by the government at the end of 1885, and, 
as if that were not enough, the circulation was increased in 1889 
for carrying out transactions which had nothing to do with the 
banks of issue. In order to aid some loan associations seriously 
involved in operations connected with the building of houses at 
Rome and elsewhere, the government, in 1889, allowed the Banca 
Nazionale to increase its issue by 50,000,000 lire. The disorder 
reached such a point that there were in circulation four kinds of 
notes: (1) those issued in conformity with the law of April 30, 
1874, to an amount equal to three times the capital stock and 
coin reserves of the banks (“productive” issue); (2) notes 
guaranteed by an amount of coin reserve equal to the amount of 
notes issued (‘‘unproductive” issue); (3) notes not guaranteed 
by any coin reserve (‘‘abusive” issue); and (4) notes constitut- 
ing loans made on the authority of the government (‘incal- 
culable” issue). 

There is no need of dwelling upon the deplorable consequences 
of these excessive and unrestrained issues. The banks enlarged 
their discounts and loans, but the amount of unpaid bills 
increased in the same ratio, and the redemption of notes became 
still more fictitious and illusory. The amount of “immobilized” 
capital, that is, of resources mot convertible into money on short 
notice, became considerable; the amount of true commercial 
credit granted, that is to say, the amount of genuine commercial 
bills discounted as compared with loans made upon landed and 
proprietary security and accommodation loans, grew daily less. 
The state of affairs was made sufficiently known by an in- 
quiry undertaken by the government after the revelations touch- 
ing the situation of the Banca Romana. This was done by 
some members of the House of Deputies, who made use of a 
report presented to Minister Miceli by Senator Alvisi in 1889, 
after an inspection of the Bank. The inspection made in Jan- 
uary, 1893, under the direction of Senator Finali, now president 
of the Corte dei Conti (Bureau of Accounts), resulted in a 
voluminous report, by the aid of which we shall attempt to show 
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the critical situation of the banks of issue in the beginning of 
1893. 

The commission had authority: to examine the figures show- 
ing the amount of resources made unavailable for immediate use 
(“immobilized”) and the emplois directs to which capital is put 
(being but another way of immobilizing capital); to ascertain 
the amount of bills unpaid and to be extended; the make-up of 
the commercial paper of each bank; the losses suffered by each, 
etc. The more significant figures are collected in the subjoined 
table, in millions of lire (January 10, 1893): 











- B 

sionals al me roy F anne a di Toscana 

oy Napoli. Teseeee, omana. | Sicilia. ma 
Capital and reserves (surplus fund)} 190.0 71.5 23.4 20.0 | 23.1 5.5 
Capital immobilized ........---- 142.0 27.7 6.7 18.2 3-0 ‘3 
CE 98.0 49-4 8.3 1.6 7.9 7-7 
Bills unpaid and renewed -~ -_--- -- 49-4 49.3 4.6 16.0 | 13.9 
Estimated losses ............-.- 17.0 39.5 4.5 20.0 i 
TD nice scene estwscccacce 575.2 273.4 101. 137.0 | 65.4 | 17.1 
BIN, cdndnecnccndee caus 230.1 103.4 44.6 24.8 | 36.7 6.1 
| eee 363.9 97-5 60.9 61.0 | 31.8 2.4 
RN seth acc Dee od 63.8 28.2 4.6 1.5 8.8 2.0 























It appears from these figures, which are official, that the 
banks with exception of the Banca Toscana di Credito, the 
smallest of the six, have made unavailable for present use a 
great portion of their assets and have lost much of their capital. 
I have said that these figures are official ; if reference is made 
to the data furnished in the particular reports for each bank the 
results arrived at are still more disheartening. It appears that 
the funds which are not available amount for the Banca Nazionale 


nel Regno to 320,700,000 lire, of which 137,900,000 is “ bills 
renewed”; forthe Banca di Napoli to 161,000,000; for the 
Banca Nazionale Toscana to 18,000,000 ; for the Banca Romana 
to 100,200,000 ; for the Banca di Sicilia to 26,500,000 ; for the 
Banca Toscana di Credito to 1,800,000 lire. 

It would be unjust, however, to hold the banks responsible 
for all this immobilization of resources ; in a great measure the 
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immobilization is the result of government intervention and 
politics in the administration and direction of these six institu- 
tions of credit. The government, for example, is responsible for 
the loans made to the Bank of Turin, the subsidy granted to the 
Province of Cagliari, the immobilization of the notes of the 
Banca Romana in the vaults of the Banca Nazionale, etc. But it 
is none the less beyond question that the Italian banks have 
absolutely lost sight of the purpose and proper functions of banks 
of issue. To be convinced of this we need only note that three 
of the banks have extended credit upon landed property (credit 
foncier); one, the Banca di Sicilia, has made loans upon agri- 
cultural paper; and all six have discounted the bills of farmers, 
proprietors, manufacturers, professional men, contractors—in a 
word, of such as need long credit, certainly longer than three 
months. With a budget of bills of this nature in its safes, with 
the immobilization of its immediate capital by emplois directs 
(that is to say, investments in the form of bonds or securities 
guaranteed by the State, exchequer bills) with bills unpaid or 
extended, it is not difficult to understand that the notes of the 
banks could not be effectively redeemable at sight, and that 
sooner or later they must fall in value as compared with coin. 
At present the depreciation of bank notes fluctuates between 
eleven and twelve per cent. 

The investigation in January of this year disclosed chiefly 
the deplorable condition of the Banca Romana. Indeed it was 
known already that there had been irregularities in the past, but 
no one had looked for the revelations of the inquiry. The 
report presented on March 15, 1875, to the chamber of deputies 
complained of grave irregularities on the part of the manage- 
ment of the Banca Romana. It had bought up some of its own 
shares and the report goes on to say, “what is worse, its capital 
no longer exists except in appearance, for there is a deficit 
much in excess of its capital.” Since the foundation of the 
bank, large amounts of its securities had gone to protest, and 
instead of charging the shrinkage to the account of losses, this 
paper appeared on the balance sheet at its face value; so 
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that when it was found desirable to change the system, after 
1870, it became necessary to reduce the value of a great number 
of the assets by 50, 75, or even 99 per cent. But government 
officials are possessed of a truly remarkable optimism and: an 
abiding faith in the ability of the bank to make good the losses 
of the past. 

We read in the report presented to the Chamber of Depu- 
ties, February 21, 1879, by the Ministers Majorana and Mag- 
liani: ‘‘The difficulties in which some of the smaller banks are 
struggling may lead to real disasters if a remedy is not soon 
applied.” In spite of this, ten years passed without any one 
taking any thought whatever as to the remedy. Finally, in 1889, 
the situation had become intolerable; the Banca Romana was 
less and less able to redeem its notes; the government deter- 
mined to act; it ordered an extraordinary inspection, but it kept 
the result from the public. Senator Alvisi, however, found 
means to inform the Senate, June 30, 1891, of a part of the irreg- 
ularities of the Banca Romana discovered by him ; for example, 
that it had an unauthorized, secret, and illegal circulation to an 
amount of more than 25,000,000 lire; that for five years past 
accounts had not been balanced; that the books showed the 
absence of 4,000,000 lire of collaterals. But they imposed silence 
on him in the name of the country’s credit, and through fear of 
injuring the country he kept still. So the Banca Romana con- 
tinued in its illegal issues, all the more since it was released in 
August, 1891, from the obligation of redeeming its bills held by 
other banks.‘ Once relieved from the rscontrata, and the curb 
of the redemption of its notes in coin from the public, the Banca 
Romana was enabled to increase its issues to such an extent that 
the inquiry found, on January 10 of the present year, that it had 
in circulation 137,000,000 lire, of which 64,500,000 were illegal ; 
that is to say, it had nearly double the issue that the law of 
June 30, 1891, allowed it (70,000,000 lire). The same inquiry 


*This obligation is known in Italy as the riscontrata, Each bank is required, at 
stated periods, to redeem such of its notes as are held by other banks, by exchanging 
for them notes of the banks by which they are held, or by redeeming them in coin. 
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revealed a deficit in the bank’s accounts, concealed by fictitious 
entries, of 28,500,000 lire. 

I do not dwell on the other facts discovered by the 
inspectors, for it would be necessary to refer to and explain 
many matters not of first-rate importance, or to make excursions 
into what is not properly the economic field, but rather political 
and moral. We come then to certain general considerations 
relating to the causes and the effects of the Italian banking 
crisis. 

II. 

The causes of the crisis of the Italian banks might be 
summed up in the sentence: the Italian banks of issue have 
followed a course directly contrary to that which the issue 
of notes requires, that is to say, they have created debts payable 
at sight immediately and without recourse. But this judgment is 
too categorical and will scarcely give a precise idea of the crisis 
and its origin. In every case it is easily seen why and how the 
banks have misconceived the principles which ought to govern 
their conduct. Until the abolition of the forced circulation the 
banks of issue lived in Italy, as elsewhere where errors have been 
made in regard to the forced circulation, in an artificial atmos- 
phere. For seventeen years (from May 1, 1866, to April 12,1883) 
they had no occasion to know the difficulties inherent in 
the payment of their notes in coin; for the notes were legal 
tender, and if they were presented for redemption the banks 
could always redeem them in the notes of the associated banks 
(see page 4) which amounted to about 940,000,000 lire, and 
which were still preferred to the notes of the banks themselves 
(about 750,000,000). But with the resumption of specie pay- 
ments they found themselves under new conditions, all the 
dangers of which they had not appreciated. And whereas they 
should have used extreme prudence in regard to issues and in 
their discount business, they had allowed themselves to be drawn 
into excesses and mismanagement in the one or the other branch. 

The resumption of specie payments was followed by a period 
of great speculative activity. A proof of this fact is found in 
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the annual increase of discounts and loans by the banks. I have 
already indicated the movement of these operations up to 1882 
{page 5) ; it is interesting to watch it also for the years follow- 
ing, and that not only for the banks of issue, but also. for the 
other institutions of credit. 


ANNUAL AMOUNT OF DISCOUNTS AND LOANS (MILLIONS OF LIRE). 
4 

















. AMOUNT OF 
BANKS OF ISSUE. PEOPLE S BANKS DEPOSITS 
ORDINARY ee AND BANKS OF RECEIVED BY ALL 
Amount of Bills CREDIT COOPERATIVE (AGRICULTURAL CONCERNS 
loans and unpaid | ASSOCIATIONS. CREDIT CREDIT. WHICH RECEIVED 
discounts. Dec. 31. ASSOCIATIONS. SAVINGS. 
1881 2543-4 16.4 2031.5 594-9 158.9 979.3 
1882 2599.0 17.3 2347.0 692.1 172.8 1040.8 
1883 2519.8 16.5 2664.3 746.1 141.7 II51.0 
1884 2548.2 15.4 2670.2 825.7 116.9 1302.8 
1885 3639.3 14.4 3037.1 1002.1 167.5 1420.2 
1886 4438.0 16.8 3501.4 1245.7 174.4 1632.3 
1887 5181.4 22.9 4459-7 1432.7 180.5 1692.4 
1888 4736.2 31.5 4354-6 1417.8 193.2 1763.3 
1889 4671.2 38.4 —-! 2 —-! 1789.4 
1890 4344.2 41.1 — — — onenee 
1891 3993.0 42.2 — —— — scseanie 
1892 3640.5 46.2 —— — —_— a 


























It is very interesting to compare the years 1885-1887 with 
the four years preceding, and note the considerable increase of 
business; the banks of issue in 1887 discounting bills and 
placing loans for 2,548,000,000 lire, and three years after for a 
sum twice as great, 5,181,000,000. The same holds true, in a 
slightly less degree, for the other institutions of credit. Ameri- 
cans are accustomed to considerable fluctuations in their statis- 
tical figures and will perhaps not be surprised at the facts I have 
pointed out. But we must bear in mind that the economic 
movement of Italy is very slow, that its agricultural and 
industrial production, its international commerce, all the mani- 
festations of its economic activity are feeble and develop slowly. 
Now this abnormal development of the business of the banks of 
issue has been the principal cause of the difficulties into which 
they have fallen, and it has resulted in the country’s being at 


* For the last four years the figures are still wanting. 
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present without metallic money and burdened with national notes 
and bank notes inconvertible, not in law, but in fact. 

A bank of issue, as everybody knows, ought to discount com- 
mercial paper, representing actual transactions, and of short 
date—not exceeding three months. The Italian banks discounted 
paper for persons who wanted a long term of credit, and even 
paper not representing commercial transactions (accommodation 
bills); they lowered the rate of discount even in the time of the 
crises in 1885, 1887, 1889 and later, andif they raised the rate 
it was done late and insufficiently. Speculation suffered no 
penalty, and spread into all fields. In building enterprises, on the 
stock exchange, in trade the official rate of discount never 
exceeded six per cent., when it should, perhaps, have risen to 
ten or twelve per cent.; and this state of affairs is readily com- 
prehensible. The banks of issue had always available means, 
for they no longer recognized any limit to their issues, and had 
no fear of a run on the bank forthe redemption of the notes, 
because they could without difficulty increase the circulation. 
But the question may occur, was there no danger of a run? 
The answer is very simple; the Government, not wishing the 
banks to lose their metallic stock, permitted them by all 
possible expedients to render the redemption fictitious and 
ineffectual, and when recourse was had to the courts of justice, 
they declared in substance that the question belonged to the 
province of the Government. The public, seeing that the 
attempt to force the redemption of the notes was useless, gave up 
the effort, and we then witnessed the interesting spectacle of a 
people who, taking the law for right, did not demand the redemp- 
tion of the bank notes, but submitted to the payment of a 
brokerage of eleven to twelve per cent. in order to get coin. 

Banks of issue ought to have their assets realizable as promptly 
as possible, in order to meet their engagements, which are for the 
most part on short time (notes and deposits on call). The banks 
of issue of Italy forgot this elementary truth and used their notes 
in mortgage loans, for a permanent advance of 68,000,000 lire to 
the Treasury (which has a large floating debt with no possibility 
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of redeeming it); in discounting bills which were not paid at 
muturity, or paid only in part, and which the banks were obliged, 
willing or unwilling, to renew; and in other operations of a like 
nature. The issue being covered only in part by the reserve and 
by good commercial paper, the notes necessarily depreciated, 
and this depreciation was increased by the fact that the true 
situation of the bank was known. 

But it would be a useless task, after what I have said, to con- 
front the Italian banks of issue with economic principles by which 
banks of issue are to be guided—principles which are the most 
certain and undisputed of any in economic science. I may 
rather resume the consideration of the general and special causes 
which determined the Italian banking crisis, in order to bring 
these remarks to a close. Among the general causes we ought 
certainly to include the embarrassment arising from the financial 
condition of the State, the communes and the provinces; of the 
State especially, whose budget, since 1885, has presented a deficit 
which threatens to become chronic. The growing difficulties of 
the Treasury, which has a considerable floating debt and has to 
make large payments in gold every year to foreign creditors; the 
increase of the State debt; the general economic depression in 
consequence of bad harvests, the political protective tariff, 
and the immobilization of capital; the crisis in building opera- 
tions, particularly in Rome, where so many fortunes have been 
lost during the last few years,—all these things, with others 
of the same nature, have had a disastrous influence on the con- 
ditions under which the banks of issue have had to work. In 
short, without entering into details which would show us the eco- 
nomic and financial condition of the country, it is sufficient to 
note that the Treasury is required to pay annually to foreign 
creditors nearly 250,000,000 lire, to be convinced that the stable 
and favorable monetary conditions in which the country might be 
able to save its stock of money, and in which the banks could 
easily pay and receive coin, are wanting. Now, Italy, which has 
no gold or silver mines and does not hold foreign bonds or values, 
always holds a slight stock of specie; and further she is not a 
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creditor but a debtor in international commerce. Thus, we are 
never in a stable monetary condition; a fact which has prevented 
the formation of a current of metallic money, ebbing and flowing 
between the banks of issue and the country. 

But in reference to the banking crisis it is the special causes 
with which we are particularly concerned here. They may be 
summarized as follows: The immobilization of a great part of the 
assets of the banks in operations alien to the functions of banks 
of issue; the bad character of a part of their business, as shown 
by the unpaid bills and the extension of loans; the inadequacy 
of their metallic reserves; the illegal issues of notes, excessive 
and without security; and finally, the mismanagement in the 
granting of credit. We have already explained what were the 
various causes at work, and it is unnecessary to insist on them. 

In regard to the assets, the figures of the losses sustained by 
the banks, the necessity of winding up one of them—the Banca 
Romana—as well as the rise of foreign exchange, the deprecia- 
tion of the bank notes, the premium on gold, the exodus of 
metallic money, the decline of Italian bonds and securities, reveal 
‘the disastrous consequences of the errors committed during the 
last few years. Some of the figures need full discussion. The 
Italian rentes [ 5% (4.34% net) ], which were quoted at Paris during 
the second half of 1886 as high as 101.25, and had fallen in 1889 
to 91.72, were still as high as 91.42 August 16, 1892; but'a year 
after that date, August 16, 1893, they stood at 86.25, and on the 
16th of October, 1893, they were quoted at about 83.50. The 
movement of the exchanges between Rome and Paris is stiil more 
instructive, in that it reveals all the difficulties of the monetary 
situation : 








1881 | 1882 | 1883 | 1884 | 1885 | 1886 | 1887 | 1888 | 1889 | 1890 | 1891 | 1892 





MEAN OF THE YEAR. | 101.46] 102.30] 99-92] 99-97] 100.37] 100.21/ ror.8z| 100.96] 100.66]'z01.06] 101.47] 103.75 






































August 16, 1892, it stood at 103.90; a year later, August 16, 
1893, at 100.40; and at present it oscillates about 112.00. Now, 
the gold point for Paris may be counted at about 100.40; there 
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is therefore a premium on gold of more then eleven per cent., that 
is to say, we have relapsed into a worse condition than in the 
years of forced circulation. Is it necessary, after this, to insist 
on the effects of the banking crisis, on the burden which it 
imposes on the government in the payments which it has to make 
to other countries, and also on industry and commerce, on con- 
sumers, in their purchases and in their payments abroad, or to 
recite the embarrassments we suffer from the exodus of all coin, 
even including fractional currency? I believe not. And there- 
fore I proceed directly to the consideration of the new law of 
August 10, 1893, dealing with banks of issue, by which it is 
believed we shall be able to put a stop to the crisis, by reorganiz- 
ing the banks and imposing new restrictions upon them. 


IIl. 


A succession of scandals which cannot be enumerated here 
have been necessary in order to induce Parliament to find the 
time and the energy to discuss and pass a new law. For ten 
years every effort in this direction has failed. But the urgent 
necessity of providing for the liquidation of the Banca Romana, 
together with the necessity of finding some means of obliging 
other banks to reduce their real investments and their note issues, 
has finally compelled Parliament to turn its attention to the 
reorganization of the banks. The law of August 10, 1893, offi- 
cially recognizes the disappearance of the Banca Romana, and 
the consolidation of three other banks, viz., the Banca Nazionale 
nel Regno, the Banca Nazionale Toscana, and the Banca Toscana 
di Credito, into a new bank, the Banca d’ Italia. In this way 
d’ the number has been reduced from six to three, the Banca 
Italia, and the two banks of Naples and of Sicily. These last 
retain their capitalization at their earlier figures, while the 
Banca d’ Italia will possess a nominal capital of 300,000,- 
000 lire, divided into 300,000 shares of one thousand lire 
each. But the paid-up capital of the Banca d’ Italia will 
amount to only 210,000,000, and since the three banks which 
unite to form the Banca d’ Italia already possessed a paid-up 
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capital of 176,000,000, the paid-up capital would have to be 
increased by only 34,000,000 lire (210—176=34) during the six 
months following the promulgation of the new law. The right 
to issue notes is granted to the Banca d’ Italia and confirmed to 
the banks of Naples and of Sicily for a period of twenty years, 
counting from the date of the promulgation of the law. The 
maximum limit of circulation for these banks of issue is fixed 
for a period of four years at 1,097,000,000 lire apportioned as 
follows: The Banca d’ Italia 800,000,000, the Banca di Napoli 
242,000,000, the Banca di: Sicilia 55,000,000. When these four 
years are past, each of the banks is to begin a biennial reduc- 
tion of its circulation, by an amount so proportioned, that at 
the expiration of fourteen years after the law goes into effect 
the circulation will be reduced in the case of the Banca d’ 
Italia to 630,000,000, in that of the Banca di Napoli to 190,000,- 
000, and in that of the Banca di Sicilia to 44,000,000, a total of 
864,000,000 lire. If at the end of fourteen years any bank is 
not possessed of a capital or of assets amounting to one-third of 
its notes, it is required before the expiration of three months to 
reduce its circulation to that proportion. The reduction which 
the circulation of one of the banks suffers in this way will inure 
to the benefit of the other banks, which may possess or pay up 
the proportionate amount of capital necessary to secure the 
additional circulation which thereby falls to their share. Before 
the expiration of the fourteenth year a commission is to be 
appointed, consisting of seven members, two being elected by 
the Senate, two by the Chamber, and three appointed by the 
Crown (that is to say, by the Government), whose duty it shall 
be to appraise the capital or assets of the banks of issue for 
the purposes contemplated by the law. 

The circulation of any one of the banks may exceed the limit 
prescribed by the law so far as their notes are completely covered 
by legally recognized metallic money, or by gold bullion actually 
held in their vaults. Notes representing ordinary and extraordi- 
nary advances by the banks to the state, are not to be considered 
as comprised within the limits of circulation fixed by the law. 
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The reserves of the banks of issue are to be increased within 
a year to forty per cent. of their circulation (they are now 
estimated at thirty-three per cent.). It is to be made up of coin 
legally current in Italy, foreign coin accepted as legally current 
within the Kingdom, or gold bullion, to the extent of thirty-three 
per cent,; and the remainder (seven per cent.) may be made up 
of bills of exchange on foreign countries bearing first-class 
signatures which are recognized as such by the Minister of the 
Treasury. 

In the preparation of the notes, the State and each one of 
the three banks of issue will be associated in such a manner 
that neither the State nor any one of the three banks will be able 
separately to turn out a note in its completed form. The condi- 
tions under which notes are to be printed will be defined by 
royal decree. Likewise with respect to the manner of replacing 
them when soiled or thrown out of use, as well as the provisions 
for canceling and destroying them. A decision will be reached 
at the same time as to the amount of notes to be supplied to 
each bank, and the means of control to be employed for ascer- 
taining the use to which the notes are put. The Government 
will decide upon the form, the size, and the design of the notes 
to be printed. The expense of printing the notes is defrayed by 
the banks, the printing and supplying of the notes leaving no 
responsibility resting on the State either in relation to the public 
or in relation to the banks. 

Holders of the notes have the right to demand of each of 
the banks the payment at sight to the bearer of such notes as it 
has issued,—payment to be made in coin legally current in the 
Kingdom, at the cities of Rome, Bari, Bologna, Catana, Florence, 
Genoa, Leghorn, Messina, Milan, Naples, Palermo, Turin, Venice, 
and Verona. During the first five years after the law goes into 
effect, the notes of the Banca d’ Italia, as also those of the Banca 
di Napoli and of the Banca di Sicilia, are to be a legal tender in 
the Provinces where the concern which has issued the notes in 
question may have a main or branch office or an agency, with 
the obligation to redeem the notes in coin. So long as the notes 








THE ITALIAN BANKING CRISIS. 21 


retain their legal tender character, the rate of discount is to be 
the same for all the banks concerned, and must not vary without 
the authority of Government. They may, however, discount at 
one per cent. less (than the ordinary rate) the papers of the 
country banks, of banks of discount, and of those which do 
business in agricultural credit, and which are organized: (1) to 
act as intermediaries between petty commerce and the banks of 
issue ; (2) for the discount of the warrants of the general ware- 
houses and entrepéts. This special discount must, in the case of 
the Banca d’ Italia, not exceed 70,000,000 ; in that of the Banca 
di Napoli, 21,000,000; and in that of the Banca di Sicilia, 
4,500,000 lire. 

All the banks are required to receive the notes of other 
banks wherever these latter have a main office, a branch estab- 
lishment, or an agency. As long as the legal tender character of 
these notes continues the conditions of their redemption between 
the different banks* is fixed by a royal decree, which ought, 
during the present year (1893) to be presented to Parliament to 
be enacted as a law. 

The bankers are to pay a tax of one per cent. upon the actual 
average of their circulation, deduction being made of the sum 
total of the reserve prescribed by law. Over andabove this normal 
tax, the banks pay to the State a special tax— amounting to 
double the rate of discount —for the excess of their circulation 
above the limits fixed by law, or in excess of the prescribed 
proportion to their metallic reserve. 

A special reserve, equal at least to 40 per cent. of the note 
issue, is required as a security for the debts which the banks 
have contracted by drafts, bills of exchange, bank and credit 
certificates, and bills payable at sight other than the bank notes 
issued. The composition of this reserve is the same as that 
of the reserve required for the security of the notes. 

Banks of issue are forbidden to place new loans on real 
security. They may only conclude transactions which were 
entered upon before July 1, 1893. They are equally forbidden 

* What is called in Italy, the riscontrata; see p. 12. 
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to open any accounts not secured by collaterals, either at the 
time of the opening of the account or subsequently. And with 
respect to investments, which we have seen amount to so great 
a sum, the law allows for their liquidation a period of ten 
years, at the rate of one-fifth for each biennial period. All 
liabilities covered by the surplus fund shall be considered as 
discharged. 

In regard to the Banca d’ Italia, if at the end of any bien- 
nial period, the liquidations have not reached the proportions 
required by law, the bank is required to assess on its stock- 
holders, within the limits of the nominal capital (300,000,000 
lire), such payments as are necessary for making the 
liquidation required; but this increase in the paid-up capital 
affords no basis for an increase of the bank’s circulation. As 
regards the banks of Naples and of Sicily, the profits realized 
are to be employed in completing the sum total of demobili- 
zation (liquidation of the capital sunk in permanent invest- 
ments) required for each biennial period. Any bank which 
does not, during any biennial period, complete the redemption 
of its investments to the extent required, and which does not, 
by means of new payments or dividends set apart for that 
purpose, cover the sum remaining to be redeemed, shall be 
deprived of the privilege of issuing notes, to a sum amounting 
to four times the uncovered balance, until the redemption 
required is properly effected. If, at the end of the second period 
of two years, the redemption of investments has taken place 
regularly as prescribed, the tax on circulation shall be reduced to 
one-fifth of the average rate of discount during the semester for 
which the tax is levied; but the tax must not in any case exceed 
one per cent. Banks doing business not countenanced by the 
law shall be subject to a tax equal to three times the rate 
of discount for all the illegal operations which have taken 
place, and for the entire period of time covered by the transac- 
tions. 

At the expiration of each biennial period all new liabilities 
are to be charged as debits, while payments on liabilities are to 
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be entered as credits against the year during which they have 
been made, whether in whole or in part. 

The banks of issue may receive deposits on account and pay 
interest on them, but in case the amount of these running 
accounts exceeds, for the Banca d’ Italia, 130,000,000, for the 
Banca di Napoli 40,000,000, for the Banca di Sicilia 12,000,000 
lire, the bank in question must reduce its circulation by an 
amount equal to three-fourths of the excess. The rate of inter- 
est allowed on running accounts bearing interest must not be 
more than one-half the rate of discount for the three years fol- 
lowing the promulgation of the present law, and one-third of 
that rate for succeeding years. 

The bank of issue may hold Italian bonds to an amount not 
exceeding, at current values, for the Banca d’ Italia 70,000,000, 
for the Banca di Napoli 21,000,000, for the Banca di Sicilia 
4,000,000. If they receive, in payment of debt or shares, 
securities or merchandise other than those permitted by law, 
such securities or merchandise are to be disposed of within 
a period of two years. They may also accept mortgages or 
good securities for unpaid debts, but these values must be 
disposed of within three years. 

The banks of issue are permanently under the surveillance 
of the Minister of Agriculture, Industry, and Commerce, in con- 
junction with the Minister of the Treasury. Every two years, 
under the direction of these two ministers, there shall be had a 
special investigation of the banks of issue by officials who 
have not taken part in previous investigations of the bank which 
they are to investigate. The reports of these investigations 
shall be presented to Parliament within three months. 

At the suggestion of the above named ministers, the power of 
issuing notes can be suspended or definitely withdrawn, by royal 
edict, from the bank which has violated the terms of the law 
governing banks of issue or of any particular statute. The direc- 
tors of banks of issue are responsible, all and several, both to the 
stockholders, to the bank as a legal person, and to outsiders, for 
the proper execution of the bank law, and of the rules and regu- 
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lations of the bank, even apart from civil actions and penal- 
ties to which they may be liable by virtue of other laws. This 
solidarity of responsibility does not exist for the director who, 
not being implicated, has without delay recorded his dissension 
in the minutes of proceedings, and has given immediate notice of 
it in writing to the authorities. 

Legal action may be taken against the directors by one or 
more of the stockholders, provided that the complainants possess 
at least 1,000 shares. 

Members of Parliament can hold no office, paid or unpaid, 
in the banks of issue. 

Article 20 of the law declares: ‘In case of transgressions of 
the dispositions of the present law, whoever, invested with any 
function in the banks of issue, shall misrepresent facts or conceal 
the truth, so as to mislead those whose duty it is to exercise the 
functions of surveillance or inspection, with a view to concealing 
from them any irregularity in the affairs of the bank, or any 
illegal transactions, or acts implicating a third party, shall be pun- 
ished by imprisonment for not less than three months nor more 
than four years, together with temporary interdiction from the 
exercise of any public functions. * * * * Whosoever, 
in the exercise of the functions of surveillance or of inspection 
of the banks of issue, shall utter a false statement and conceal 
the truth, with the aims indicated by the preceding pro- 
visions, shall be punished by imprisonment for not less than 
one nor more than twenty years, with temporary interdiction 
from exercising any public function. * * * * Whosoever 
shall issue notes not printed and supplied to the banks in 
accordance with the provisions of Article 9, or shall reissue 
notes which should have been cancelled or destroyed, shall be 
punished by imprisonment for not less than three nor more than 
six years, with temporary interdiction from the exercise of any 
public function.” 

This article contains, so to speak, the philosophy of recent 
scandals, and aims at preventing the repetition of the frauds 
committed by the Banca Romana. But will it be effective ? 
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Such are the principal dispositions of the law of the loth of 
August last. This law has imposed a great many restrictions 
(perhaps too many) on the actions of banks of issue ; that it 
has provided, among other things, for the increase of the metal- 
lic reserve, for the gradual reduction of the circulation, and for 
the liquidation of immobilized capital. But while the law may 
decree the convertibility of our bank-notes, their convertibility is 
and will be none the less illusory, ineffective, and farcical for a 
long time tocome. With the premium on gold at twelve per cent., 
and even when it is below that figure, the banks endeavor by all 
means to avoid redeeming their notes; but the premium can not 
be wholly eliminated until the banks honor their engagements 
by redeeming their notes without evasion. It is, therefore, a 
vicious circle, and for the present there seems to be no way of 
escape from it. 

Again, it is to be noted that the opposition between the 
banks still continues, for besides the Banca d’ Italia, there are two 
other banks in operation, the Banca di Napoli and the Banca di 
Sicilia; we shall still have new struggles between these three 
banks of issue, and we still lack a consistent management of the 
money market. However, there is ground to hope that the harsh 
experience of the past, the losses suffered, a consequent interest 
' and more wide-awake vigilance, may preserve us from new errors 
in the management of banks of issue. 

The financial situation of the State has been sensibly bet- 
tered ; the deficit remains, it is true, but it can be removed with- 
out much difficulty, for it has been greatly diminished, and it is, 
therefore, surely a great mistake to think that Italy is on the 
way to bankruptcy. The crisis is not due to the steady deficit, 
but to the scarcity of metallic money and the depreciation of 
bank notes. It will be relieved in proportion as the banks of 
issue retrieve the operations of the past and live up to the eco- 
nomic principles which their nature and their purpose require. 

RIcHARD DaLLa VOLTA. 


FLORENCE, ITALY. 














LABOR COLONIES AND THE UNEMPLOYED. 


THE general principle which underlies the different forms of 


the labor colony is, ‘work, not alms”. The excuse offered by 
the able-bodied applicant for relief is, “1 can get no work”; the 
answer of the labor colony is, “ Here it is!” The theory of the 


labor colony is that it offers work on subsistence terms to those 
who are unable to obtain work and wages under the conditions 
of ordinary industrial life. Such applicants are equally unable to 
organize their own labor, and to get any one else to organize it 
forthem. The theory of the labor colony thus depends upon the 
assumption or the fact that there are among those who form the 
heterogeneous mass of the unemployed, some who would work 
if they could get work to do. The interest of the authorities in 
the labor colony system lies in the circumstance that if the labor 
colony system can offer work to everyone who has no work 
otherwise, then the vagrancy law may be put stringently in force, 
the unemployed rogue put in prison, and the idle ‘‘chivvied” into 
the colony with the alternative of being shut up in the jail. The 
interest of the general public in the labor colony system lies in 
the promise it offers of being an effectual, if rather expensive, 
method of charitable relief. The interest of the economist lies 
in the circumstance that the labor colony has been in extensive 
operation for a sufficient length of time to develop certain tenden- 
cies of economic and sociological bearing. 

The labor colony is not a new idea. I have elsewhere’ given 
a list of some projects which involved the establishment of 
institutions more or less accurately entitled to the name. The 
institution most closely resembling the modern labor colony, was 
the Parish Farm, which with the House of Industry? existed in 
England at least from the beginning of the eighteenth century, 
until it was abandoned on the recommendation of the Poor Law 


*“Setting the Poor on Work,” Mineteenth Century, October, 1893. 
Ibid. 
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Commissioners of 1834. The reason of this recommendation was 
that the Parish Farms “ had failed of their objects, and had been 
proved to be sources of malversation’’*. But the abolition of the 
Parish Farm in England did not remove the apparent need for 
some institution for the “unemployed”. This need was met by 
temporary measures of various kinds.*. When exceptionally 
severe depression of industry has thrown large numbers of per- 
sons out of employment in England, it has been customary to 
institute relief works where for some return (adequate or inade- 
quate, mostly the latter) relief in kind or in money has been 
given to the “unemployed”. Recently closer study of the 
results of these temporary measures has revealed the fact that 
many of those who present themselves on such occasions have 
been in a chronic state of want of employment, and cannot legit- 
imately be said to be suffering from the depression of trade in 
general. They are habitually out of work, and after a brief 
experience of relief labor, they tend to lapse into their chronic 
condition, sometimes even before the offer of relief work is with- 
drawn. Not only do such incidents discourage the benevolent 
persons who organize the relief,—perhaps a minor affair; but 
they suggest that much of the genuinely temporary distress 
of industrial crises goes unrelieved because of the expendi- 
ture of a large part of the relief funds upon distress which is not 
temporary and which is not due to the particular industrial crisis 
in question ; they suggest also that positive injury is done by 
temporary relief work, in attracting to particular neighborhoods 
and in aiding in the general maintenance of a class that may be 
called the “ unemployed” by profession. How to eliminate the 
worthless from the worthy, the chronically irregular from the 
temporarily suffering, or even how to avoid being swamped by the 
former to the total exclusion of the latter, has been the problem 
of every relieving agency that has attempted to deal with tempo- 


1 First Annual Report Poor Law Commissioners, 1835, p. 11. For extended reasons, 
see Report of 1834, p. 36. 


*For an account of some of these temporary measures see Zhe Unemployed, 
Parl. Paper. London, 1893 (forthcoming). 
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rary crises... These discouraging incidents have led to demands 
that some permanent reservoir should be devised for the purpose 
of taking up the unemployed, in order permanently to contain 
the class. In this reservoir the “ out-of-works” would be 
employed, perhaps improved, and then sent back to ordinary 
industrial life when places in it could be found for them. The 
general principle of the admission of the “right to work” by 
statutory or social institutions such as the projected “ reservoir ”’, 
is open to question. It has indeed been hotly questioned alike 
by Mr. Spencer and Mr. Huxley. I am not concerned at the 
moment to discuss the general principle, what I desire to do is to 
examine the effects of the adoption of the scheme, as they have 
actually disclosed themselves in the places where the scheme has 
been carried into practice. 

It is necessary first to know who are the “unemployed”. 
Leaving aside the invalid unemployed whose case demands sep- 
arate treatment, the able-bodied unemployed may be divided into 
two main classes: 

First. Those who possess resources of their own, or theirs by 
loan, by donation from relatives or friends, or by benefit from 
funds to a share of which they were entitled, as friendly 
societies, trade union out-of-work benefits, and the like. 

Second. Those who possess inadequate or no resources, and 
who immediately or soon after ceasing to be unemployed, are 
destitute of the means of life. 

The first class do not really constitute a section of the unem- 
ployed problem, though prolonged lack of employment may 
cause those who have occupied a place in it to drop into the 
second. The “ unemployed” of the problem are to be found in 
the second class. This order may be subdivided as follows: 

First. There are those who drop into it from the class above, 
who are, by trade misfortune exclusively, driven reluctantly to 
seek public aid. 

Second. There are those who have throughout their industrial 
life hovered on the margin of employment. From defects in 


*See forthcoming Parliamentary Paper quoted above. 
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capacity, power of sustained effort, temper or other personal and 
social characteristics, they have been dispensed with wherever 
there came need to dispense with anyone. They belong to the 
class of the partially futile; they are employed intermittently, 
and they are afflicted with the cumulative effects of intermittency 
of employment. 

Third. There are those who, without possessing serious per- 
sonal or social vices, are chronically unemployed—the wholly 
futile, who are unable now to get, as they have been unable form- 
erly to keep, any employment, even of a transient kind. Among 
these are beggars in various degrees, from the shame-faced beg- 
gar to the professional begging letter-writer. 

Fourth. These three classes are still above the line of crime. 
They are not criminals, though they tend to gravitate into the 
criminal ranks. The fourth class is the class of criminals and 
semi-criminals, whose want of employment is due chiefly to their 
having been convicted of crime. That such men have been in 
prison is as a rule the all-sufficing reason why they should not be 
employed. 

In all the classes there are some whose presence there is due 
to bad heredity or example, some whose poverty is due to 
drunkenness, or to the unrestrained indulgence of sexual passion, 
some who have lost the “ will to live,” and who have dropped 
from one stage to another through sheer want of nervous force. 
Some few are suffering from mental disease induced by their mode 
of life or otherwise." 

These four steps of the downward ladder are occupied, now to 
crowded excess, now more sparsely, by human beings below par. 
The question is, what is to be done with them? They may in 
some measure be the products of an evil social system, but even 
the alteration of the system might not be effectual in saving 
them. There is therefore something to be said for those who 
adopt an attitude of indifference to the study of the larger social 
movement, and simply ask themselves, what can we do here and 


* The treatment of the aged and invalid poor is another department of the 
subject. 
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now for this ‘‘mass of human sludge” ? But nature does not 
temper her forces to benevolent enterprises, and she has appar- 
ently plans of her own which sometimes overthrow the most 
carefully prepared designs. The Labor Colonies in Europe are, 
as might be expected, meeting with serious difficulties arising 
naturally from their attempt to deal with so varied material in a 
field where the influences are so complex and the cross currents 


so numerous. 
CLASSIFICATION OF LABOR COLONIES. 


Under the name of the Parish Farm, the labor colony has 
been developed, not alone in England, but also in Denmark, 
where at present there are about three hundred pauper farms 
affording employment for about 10,000 persons." 

Under the name of Colontes de Bienfaisance, labor colonies 
have existed in Belgium since 1810. Under the names of Beggar 
and Free Colonies, they have existed in Holland since 1818; 
while in Switzerland at Gampelen in Canton Berne, there is a 
somewhat similar institution.” 

The most recent fresh developments are the colony founded 
by the municipality of Paris at La Chalmelle, near Esternay, in 
the department of Marne in France; the Hadleigh Farm in 
Essex, England, founded by the Salvation Army ; and the small 
farm in Westmoreland, founded by the English Colonization 
Society. 

By far the most extensive and instructive of the develop- 
ments of the Labor Colony system are, however, the Arbeiter- 
Kolonien of Germany with their related Verpflegungsstationen, 
Herbergen zur Heimath and Heimath-Kolonie. 

Although all of the institutions named may be fairly described 
as Labor Colonies, they vary in important details. The fol- 
lowing exhibits their leading features, 


*“The Conditions of State Relief in Denmark,” by C. H. LEPPINGTON, Economic 
Journal (London) vol. iii. p. 327. 


2 The Tannenhof. 
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State Institutions: 
Hoogstraeten, Merxplas, and Wortel in Belgium. Veen- 
huizen, Ommerschans, and Hoorn in Holland. 
Institutions under local (municipal or parochial) management : 
La Chalmelle in France. Pauper Farms in Denmark. | 
Institutions founded and administered by voluntary agency: 
Frederiksoord, Wilhelmsoord, and Wilhelminasoord in 
Holland. 
All the German Arbeiter-Kolonien, also the Colonies in 
Switzerland and in England. 
Institutions partially or wholly penal in their discipline: 
Hoogstraeten and Merxplas, Veenhuizen, Ommerschans, 
and Hoorn. The German Corrections-Anstalten. 
Institutions in which unemployed may be 'committed by magistrates’ 
order with the consent of the committed: 


Wortel. 
Institutions in which inebriates are received for fixed periods with 
consent: 
Salem near Rickling, Echhof, and Friedrichs-hiitte in 
Germany. 


Institutions to which there is unrestricted access so long as there 
is room, and from which the colonist may go when he pleases: 
All the German Arbeiter-Kolonien. 
Institutions to which access is afforded only conditionally, by recom- 
mendation of societies or responsible persons: 
Frederiksoord and subsidiary colonies. La Chalmelle. 
Institutions, admission to which is limited to those whose domicile is 
within a certain given area: 
La Chalmelle. 
Institutions in which religious services are provided for by the con- 
stitution: 
The Belgian colonies. The German colonies. The Salva- 
tion Army colony at Hadleigh. 
Institutions which are wholly secular: 
The Dutch colonies. La Chalmelle. 
Institutions for infirm unemployed (males): 
Hoogstraeten. 
Penal Institutions for vagrants and beggars (males): 
Veenhuizen. Ommerschans. 
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Penal Institutions for vagrants and beggars (females) : 
Hoorn. 

Institutions for able-bodied males exclusively: 
Twenty-five German Arbeiter-Kolonien. La Chalmelle. 
Wortel. Hadleigh. 

Institutions into which families of unemployed are admitted: 
Frederiksoord and subsidiary colonies. The Heimath- 
Kolonie of Friedrichwilhelmsdorf, in Germany. The 
Home Colonization Society’s colony in Westmoreland, 
England. 


RISE OF THE COLONY SYSTEM. 


In studying the labor colony system’ it is necessary to grasp 
clearly the differences in economical conditions of the several 
countries in which the system has been adopted, and even to 
estimate to what extent the system has been indebted to the 
enthusiasm and sagacity of individuals. In Holland, the system 
owes its foundation and a large measure of its success to General 
van den Bosch, whose experience in the regimentation of labor- 
ers of an inferior grade in Java suggested to him the methods 
which he adopted in Holland. In Germany, the system owes its 
existence to Pastor von Bodelschwingh and to the Bodel- 
schwinghgeist with which he has inspired a numerous school. 
The recent foundation of the colony of La Chalmelle was due to 
the enthusiast, M. Georges Berry. Throughout, the maxim “first 
find your madman” has been potent in the development of the 
labor colony system. 

The Dutch and Belgian systems had their rise while the 
Netherlands were suffering from severe depression. In 1810, 
the code pénal prescribed the establishment of Dépdts de mendicité, 
in order to meet by state action the situation created by decay- 
ing agriculture and commerce, coupled with the traditional 

* For detailed description and criticism see Reports on the Elberfeld Poor Law Sys- 
tem and German Workmen's Colonies, Parliamentary Paper, c. 5341, London, 1888 ; 
The Dutch Home Labor Colonies by H. G. WILLINK, London, 1889; Report on Labor 
Colonies, by J. MAVoR, J. R. MOTION, J. SPEIR and R. P. WRIGHT, Glasgow, 1892; 
Report on Labor Colonies to H.M. Board of Trade by J. MAvor, Parliamentary Paper, 
London, 1893. 
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tendency to alms-seeking which is especially characteristic of 
Belgium. Such dépéts de mendicite were founded by the State or 
under State control in Belgium ; but in Holland the establishment 
of beggar colonies was left to private benevolence. 

In Germany it was not until 1882 that the labor colony move- 
ment began, and then it had its rise during the industrial depres- 
sion following the inflation that immediately succeeded the 
Franco-German war. The rise of the German Labor Colony may 
be ascribed to two influences : 

First. There was the rise of the humanitarian spirit, part no 
doubt of the general movement, but directed largely, so far as 
actual social schemes are concerned, by Bodelschwingh and 
those whom he influenced in the Catholic as well as in the 
Protestant church. On this side the labor colony movement is 
ethical in its chief aims. ‘The special aim is to secure moral 
elevation.”* 

Second. There was the semi-political influence arising from 
the assumed need of offering, from a conservative stand-point, pos- 
itive means of social amelioration as a counterfoil to the revolu- 
tionary propaganda of the Social Democrats. 

The German labor colony system is thus the outcome on the 
one hand of religious humanitarianism, and on the other of 
political conservatism. It is a movement initiated by aristocrats 
and carried on by Jdourgeoisie. Classes that might tend to pro- 
duce social disorder are fed, clothed, housed, kept at work and 
in moderate contentment, while they are preached to and are mor- 
alized up to a certain point. The labor colony thus also secured 
its financial and administrative basis. The religious enthusiasm 
of which it was symptomatic drew to it the necessary men, and 
the class interests, if fot even also to some extent, the national 
and social interests which it tended to conserve, drew to it the 
necessary money. 

The foundation of the colony at La Chalmelle by the munici- 
pality of Paris is due to imitation rather than to originality. 


* Protokoll tiber die dritte ordentliche : Versammlung des Centralvorstandes deutscher 
Arbeiter-Kolonien, Bielefeld, 1886, p. 93. 
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After a visit to the colonies in Holland and Germany, M. 
Georges Berry succeeded in inducing the municipal council of 
Paris to found a colony upon somewhat similar lines.t The 
colony of the Home Colonization Society at Westmoreland is a 
copy of the Dutch Home Labor Colony, while the Farm of the 
Salvation Army at Hadleigh? is a copy, with the slightest of mod- 
ifications, of the Arbeiter-Kolonien. All these three latter have 
had their rise during a period of commercial depression, when 
the pressure upon relieving agencies seemed to demand perma- 
nent provision for those who were able and not unwilling to 
work, could they succeed in finding some capitalist ‘‘ to exploit 
them”’. 

As a preliminary to a criticism of the methods, it seems 
necessary to describe briefly the two types of the labor colony— 
the Dutch and the German. Historically, the Dutch is the first. 


THE DUTCH SYSTEM. 


The chief feature of the Dutch System, as carried on at Fred- 
eriksoord, is the recognition of the family of the unemployed. The 
unemployed man is taken there with his family. They are pro- 
vided with land, a house, and some stock. In the first instance 
they are admitted as laborers (kolonisten-arbeideren). While 
possessing this status they work for specified wages on the farms 
belonging to the colony, in addition to the work they must nec- 
essarily perform for the cultivation of the land allotted to them. 
After they have spent some time (variable) as laborers3, they are 
at the discretion of the superintendent raised to the status of 
free farmers (vrijboeren). The free farmers are not required to 
work on the colony farms ; although, if they wish, they may be 
so employed ; they are expected to devote the whole of their 
time to the cultivation of their own allotments. Each free farmer's 
farm consists of 2% hectares (6% acres) of land which has already 


* The chief differences are suggested in the table given above. See also Report, 
London, 1893, cited supra. 

? For description see Glasgow Report, 1892, p. 9. 

3 The laborer rarely earns sufficient to support himself and his family until he has 
been in the colony two years. 
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at the expense of the colony been brought into cultivation. For 
this the farmer pays a rent of from 50 florins to 70 florins (from 
$20 t6 $28) per annum. Each farmer also receives on credit a cow 
valued at about $48, and rye sown in the land, valued at about 
$20. This amount ($68) he is expected to pay at the rate of 
$3 per annum. In addition to the stock supplied bythe colony 
on credit each farmer generally succeeds in acquiring within a 
few years two or three milch sheep, and in raising four or five 
pigs per season. Their principal produce is potatoes, of which 
they are able to market about 300 hectoliters in an average 
season. The standard of comfort of the free farmers and of the 
laborers is neither better nor worse than is that of the neighbor- 
ing peasantry. The houses of both classes of colonists were for 
the most part built upwards of seventy years ago, and are very 
defective from a sanitary point of view. 

The colonists enter the colony at all ages. They are sent by 
local committees, and the cost of establishing them in the colony 
is expected to be defrayed by these. The population of Fred- 
eriksoord, with its subsidiary colonies of Wilhemsoord and Wil- 
helminasoord, has been subject to considerable fluctuations. From 
1873 it declined gradually from 2,007, until 1886 when it reached 
1,736. Since 1887, however, the population has been steadily 
increasing owing to a falling off in the number of exits, and also 
in part to a diminution of the death rate; in 1892 there was a 
population of 1,863. This number comprised 214 free farmers 
and their families, and 91 laborers and their families, together 
with 198 boarders who are chiefly children paid for by local 
societies. These children are the offspring of criminal or pau- 
per parents, who are removed from injurious surroundings in 
order that they may be boarded with the colonists. Children of 
from four to eight years of age are preferred, after that age they 
are difficult to deal with. During the past few years there has 
been an annual average of 35.2 births and 24 deaths. 

The following statistics of fifty families of free farmers and 
laborers now in the colonies, afford instructive illustration of the 
bearing of the colony system upon the population question. 
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STATISTICS OF FIFTY COLONISTS." 
Number of cases in which one parent had been born 


in one of the Dutch colonies - - - 23 or 46% 
Number of cases in which both parents had been 

born in one of the Dutch colonies - - II or 22% 
Number of children born to colonists prior to entry 

into colony - - - - - - 28 
Number of children born to colonists in colony - 237 
Total number of children born to 50 colonists - 265 
Number of children per family - - - 5.3 
Number of colonists without children - - I 


The average annual number of new entrants (families) into 
the colonies during the last ten years was 6. The average 
annual number of laborers raised to the status of free farmers 
during the past ten years was 3.8. 

The establishment of the free farmers and also of the labor- 
ers involves credit. They get their stock and pay for it by annual 
instalments. The result of this system is that the free farmers 
are almost all in debt to the colony. This debt is increased from 
time to time by loans made during a bad season or on account 
of illness. The average amount of debt due to the colony by 
the free farmers is 129 florins ($51.6) per farmer. Two or 
three farmers are upwards of $200 in debt, while 60 or 70 are 
from $40 to $120 in debt. The total indebtedness of the free 
farms is $11,200.* 

A leading feature of the Dutch system is the securing of situ- 
ations for the children of colonists when they attain the age of 
20 or 22. Many are sent to the Dutch East Indies and enter 
the service of planters. Some of the females leave the colony 
and afterwards return as the wives of new entrants. A few 
marry in and remain in the colony. 

The children are compulsorily educated. There are five 


*Extracted from Report on Labor Colonies, by J. MAVOR, Parliamentary Paper, 
London, 1893. 


*See RXeport, 1893. In general, where the details given are not the result of per- 
sonal inquiry on the spot, references to sources are given in this Report. 
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Government schools in the colony where elementary education is 
given. In addition to these, three technical schools are main- 
tained at the expense of the colony. The children and 
youths (male) are obliged to attend these schools, while the 
girls are obliged to attend the sewing school. The technical 
schools are: 1, Forestry ; 2, Agriculture ; 3, Horticulture. These 
schools are perhaps the best feature of the institution. They are 
exceedingly well equipped, and due regard is paid to practical 
as well as to theoretic instruction. The colony is not established 
upon a religious basis. 

The colonies have been from time to time reported upon by 
poor law and agricultural experts. The chief criticisms have 
been those of Sir John MacNeil, who visited the colonies in 1848 ; 
and of Mr. Willink who visited them in 1889. Both of these 
criticisms seem to me rather unsympathetic. It is hardly 
necessary to consider them in detail ; but they seem to me to 
miss at once some of the good points and some of the bad ones 
of the Dutch system. 

These good points may be said to be the definite recognition 
of the family and the frank acceptance of the bitter truth that 
the adult recipient of relief is irredeemable. He may be kept in 
a state of moderate comfort at some cost; but it is hopeless to 
attempt to send him back into the world again, to fail once more, 
and to lapse sooner or later to the position of a colonist. The 
hope of the Dutch system lies with the children. In a certain 
number of cases it would appear that the education conveyed in 
the colony schools has been efficacious in conquering the influ- 
ence of bad heredity and evil early example. On the other side 
it is doubtful whether the boarding of children of one set of pau- 
pers with another set is an advantageous plan. The tendency 
of the directorate of the colonies must necessarily be to board 
such children with those of the free farmers or laborers who are 
running into debt to the colony. The amount paid by charita- 
ble societies or by the poor law authorities for the maintenance 
of these children can by this means be set off against the debt 
of the colonists. The meaning of this is simply that the 
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children are placed not with the best among the colonists, but 
with the least efficient." 

While the children are thus taken care of and helped to 
acquire a sound industrial training, there can be little doubt 
that, as shown by the statistics of the fifty families given above, 
there is a tendency to too great prolificacy. This prolificacy 
arises no doubt from the guarantee of subsistence coupled with 
the low standard of comfort and the customary diet.” 

The conventional criticism that the Dutch system involves a 
large expenditure in relation to the number benefited is quite 
justified ; but a large expenditure is inseparable from the idea. 
The chief virtue of the administrators of the Dutch colonies is 
that they realize this to the full. They know that to deal with 
the submerged is acostly process. The actual cost per family is 
a little difficult to ascertain from the accounts ; but my calcula- 
tions, for which the authorities of the colonies are in no way 
responsible, show that the cost per family per annum is from $20 
to $35 exclusive of the interest on the capital invested. Includ- 
ing the interest of the capital invested the cost is about $125 per 
family per annum. 

The three points which distinguish the Dutch colonies are 
these: 1, the element of permanence—the free farmers are there 
for life if they conduct themselves properly ; 2, the recognition 
of and provision for family life; and 3, the education of the 
children and the placing of them in situations outside the colony. 


THE GERMAN COLONY SYSTEM. 
The German colony system is different from the Dutch in al] 
the three features just named. 1, Residence in the colonies is 


* Some of them are placed with widows, but this also is a doubtful policy on other 
grounds. 

* There is much force in Malthus’s criticism of this very tendency. Referring to 
Arthur Young’s proposals for applying wastes to the better maintenance of the poor, 
Malthus says: “Mr. Young has treated the question as if it were merely ‘How to 
provide in the cheapest and best manner for a given number of people?’ If this 
had been the sole question, it would never have taken so many hundred years to 
resolve. But the real question is, How to provide for those who are in want in such 
a manner as to prevent the continual accumulation of their numbers, and it will 
readily occur to the reader that the plan of giving them land and cows can not 
promise much in this respect.” Zssay on Population, p. 456. 
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limited as to time*; 2, Men only are admitted to the colonies; 
3, There is no provision for education for any one. 

There are now twenty-six German Arbeiter-kolonien ; twenty- 
three of these are farm colonies, two are city industrial colonies, 
and one is a home colony. 

The farm colonies are situated for the most part on reclaimable 
land. The colonists are of one order only; they all correspond 
to the Dutch laborers. All are housed in dormitories and all 
meet at meals, and work in gangs in the fields, in the garden, on 
the roads, in the forests, in rudimentary industries, in farm-yard 
or in domestic service. All comers, excepting a few “ black 
sheep’’, who have wearied the exemplary patience of the directors 
of the colonies, are admitted without question otherwise than for 
statistical purposes. They may have come direct from prison, they 
may have been convicted of half the crimes on the statute book, 
they may have been drunkards, and may even be known to indulge 
in spells of drunkenness ; but if they are only sober at the moment 
of entrance they are admitted, fed, clothed, and employed. The 
idea is simple, and undeniably fine, ‘‘ Whosoever will may come!”’ 

From the date of the opening of the first colony (Wilhelms- 
dorf) in March, 1882, until 30th June, 1893, there have been 
admitted into the twenty-five Arbeiter-kolonien 63,294 persons.” 
There are at present places for 3,044 in these twenty-five colonies ; 
in the end of June, 1893, there were 2,060 colonists in residence.3 
The ages of the colonists admitted are as follows: 





Per cent. 
Under 20 years of age - - - 5.6 
20 to 25 - - - - 10.5 
25 to 30 + - - 7 - 13.3 
30 to 45 . : - - 44-4 
45 to 50 - - - - - 10.9 
50 to 60 - - - - 53:5 
60 and upwards - - - 3-2 
100.0 


*Excepting in one Heimath kolonie which is a compromise between the Dutch 
and German systems, see below. 

® Die Arbeiter-Kolonien Zehnter Jahrgang, p. 204. 

3 Ibid. 

4BERTHOLD, Die Deutschen Arbeiter-Kolonien, 1893, p. 119. 
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Thus 57.7% of the colonists are in the prime of life from 25 
to 45; while 15.11% are youths; and not more than 3.2% are 
fairly entitled to be regarded as aged. 

The causes of resort to the colony are difficult to ascertain. 
No statistics of these are kept by the directors of the colonies, 
and the information is not always easily obtained either from the 
police records or from the colonists themselves. The causes are, 
as a rule, complex. The following table, however, illustrates the 
question of cause of resort: 


CAUSES OF RESORT TO THE COLONY OF 117 COLONISTS IN WILHELMSDORF, 
8TH AUGUST, 1893.7 








Im- Not Im- 
CausEs. prisoned. | prisoned. Doubtful. | Total. 





Certainly inability to obtain ongleyment, with- 
out visible specific cause, - — 2 - 2 

Apparent inability to obtain employment, with. 
out visible specific cause, - - _— I _ I 

Certainly inability to obtain employment out 
to having been in prison, - - 

Apparent inability to obtain employment 
owing to having been in prison, whet 
other visible specific cause, - - 

Drink as a certain specific cause, - - . 

Drink and laziness as specific causes, - 

Drink as a probable specific cause, - 

Sent by relations, oulag to ce aon con- 
duct, - - - 

Sent by parish with consent—cripple, 

Sent by parish with ae bad conduct, 

Epileptic, - - - . - 

Bad conduct, - . - - - . 

Domestic misfortune, - 

Domestic misfortune and sickness, 

Confirmed begging, 

Uselessness, - - 

On trial by institution (special case), - 

Unknown causes, - 
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Percentage, - . - - - 56.5 40.9 2.6 100.0 

















This classification shows that in about 57 per cent. of the 
number of cases investigated, previous imprisonment was the 


* Extracted from Report, 1893, cited above. Cf. for causes of Stepney Pauperism, 
C. BootH, Pauperism, A Picture, p. 3. 
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chief or the contributory cause of want of employment. In 
10 per cent. of the cases there were found to be various specific 
causes. In 33 per cent. of the cases the causes were undis- 
coverable with any reasonable degree of certainty. A certain 
proportion of this kind of the whole, may have consisted of 
members of class one in the classification of unemployed given 
above. It is however to be noted that trade misfortune is 
absent from the list of specific causes of want of employment 
in this group. 

The proportion of the above 117 colonists who had been 
imprisoned, viz., 56.5 per cent., is striking enough; but this 
particular group was unusually free from the taint of the jail. 
The plain fact is that the colonies have become the resort of 
ex-convicts. 


ory ~ wee 

1 . 
Imprisoned. Not Imprisoned. 

Statistics of 20 Colonies, 1887-1889, - - 76.9 23.1 

Statistics of 22 Colonies, 1889-1891,’ - 75-9 24.1 


It is small wonder that this should be the case. The rigid 
oversight kept by the German police of all workmen ; the neces- 
sity for exhibiting “papers”’ on every occasion, in seeking 
lodgings as in seeking work, causes the ex-convict to be 
identified at once, and social prejudice, as well as natural 
caution, does the rest. ‘The chain clanks about the prisoner 
all his life long.”” The colony is the only open door. Of 131 
colonists in Wilhelmsdorf on August 9, 1893, 67 had been 
imprisoned. Of these three had arrived in the colony direct 
from prison. These 67 individuals represented 96 cases of 
punishment, as follows: 


Cases. 
Locked up for drunkenness, or begging, - - 46 
Prison, - - - : ‘ . P é 32 
House of Correction, - - - - . - 33 
State Prison, - : : 2 ‘ ‘ 5 
96 


* BERTHOLD, Statistik Der Deutschen Arbeiter-Kolonien, 1887-1889, p. 117. 
? BERTHOLD, Die Deutschen Arbeiter-Kolonien, 1889-1891, p. 135. 
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The order given discloses the relative seriousness of the 
offences. The colonies are really performing an admirable 
function as a discharged prisoners’ aid society on a large scale. 
The result, however, of the concentration within their gates of a 
large number of ex-convicts, some of them repeatedly convicted, 
sufficiently accounts for the absence of the unemployed workman 
with a clean record. Apart altogether from his aversion to the 
colony as a bourgeois institution invented for the purpose of 
keeping him occupied and quiet, he dislikes the company he 
finds there and would rather do many things than work in a 
gang with those who have but recently emerged from the walls 
of a jail. 

he class of unemployed who frequent the German colonies 
is, to the extent of 75 per cent., that designated above as the third 
class—the criminal or semi-criminal. The balance of 25 per 
cent. of the colonists belongs to the second class—the futile, with 
occasionally a drunkard who is sober while he is in the colony 
and lapses whenever he leaves it. 

The colonies have a regulation against the admission of 
dipsomaniacs ; but this can hardly be said to work in practice. 
If a man is not actually in a state of intoxication he is admitted. 
If he leaves the colony without permission and returns in a state 
of intoxication he may be dismissed. Some of the most useful 
colonists are addicted to drink. The drink question is, however, 
regarded as properly subject to special treatment. Associated 
with the labor colony system, although not an integral part of it, 
there are three asylums for inebriates, viz: Friedrichshiitte and 
Echhof near Bielefeld, and Salem near Rickling. Asa condition of 
admission to these asylums inebriates must enter into an obliga- 
tion to remain for two years. They are employed in agricultural 
and other labor. Their board (from $100 to $150 a year) must 
be paid. This precludes the very poor, unless their maintenance 
is defrayed by charitable agencies. 

For the first fourteen days after his admission the colonist 
receives no wages. Afterwards he is credited with wages at the 
rate of from 5 cents to 7 cents a day, in addition to his food and 
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lodging. He is supplied with clothes on credit in the same way 
‘as the Dutch free-farmer is supplied with stock, and precisely the 
same result ensues. He is from the beginning involved in debt, 
trifling absolutely but large relatively to his extremely slender 
resources. The result is that he leaves the colony in debt. 
There is indeed a positive inducement for him to go off on 
Wanderschaft, as he thereby succeeds in shaking himself free 
from his burdens. The loss to each colony is insignificant, about 
$165 a year, but the principle is defective. 

The frequency of readmissions is one of the great problems 
of the German colonies. In order to avoid rendering the parish 
in which the colony is situated liable for the permanent support 
of the colonist should he become a pauper, the colony does not 
permit anyone to remain for a longer period than two years, and 
in order to extend its benefits as widely as possible it discourages 
residence for a longer period than four months. But a colonist 
may leave the colony and return within a few weeks. One case, 
not an exceptional one, may be taken as an example. 

G *,age 52, single, field laborer, Catholic, not con- 
victed, arrived at Wilhelmsdorf in the end of September, 1885. 
He left on 9th November in same year. In September, 1886, 
he appeared again at this same colony, and left on 26th 
March, 1887, having spent the winter there. On the Ist June of 
the same year, after having spent two months in the outer world, 
he arrived at Dauelsberg, another colony in the Grand Duchy of 
Oldenburg. He remained at Dauelsberg for about six weeks, 
and again betook himself to Wilhelmsdorf, which he seems to 
have preferred since he remained there from August 3, 1887, 
until roth March, 1888. On 18th July he reappeared at Wilhelms- 
dorf after an absence of three months, and left again in the 
middle of October, 1888. In December, 1888, he returned 
and remained until March, 1889. In June, 1888, he returned and 
remained until March, 1890. In August, 1890, he returned and 
remained until March, 1891. He seems to have felt that his visits 





* This case is taken from my own notes. For numerous cases of the same kind, 
see Dr. BERTHOLD’S Statistik, 1891 and 1893; also Report, London, 1893. 
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to the Protestant colony of Wilhelmsdorf for the winter were 
occurring with monotonous regularity, for he spent the winter of 
1891-92 at the Catholic Colony of Maria-Veen. He left this colony 
in March, 1892, and in September of the same year he reap- 
peared at Wilhelmsdorf, where he remained for five weeks 
only, and for the first time for seven years spent the winter 
elsewhere than in a colony. He returned, however, to Wil- 
helmsdorf early in February, 1893, and in the month of August 
of the same year was still a colonist. 

The following table exhibits the frequency of readmissions 
of those admitted during the two periods 1887-1889 and 1889- 
1891." 
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The percentage of the total number who were admitted to 
the colonies during 1889-1891, who entered the colonies for the 
first time was 53.9, while the percentage entering for the second 
or greater number of times was 46.1 %.? 

The percentage of persons discharged between 1887 and 1889 
who returned during the period, was 23.4. The percentage of 
persons discharged between 1889 and 1891, who returned during 
the period was 28.1.3 The percentage of convicted to the number 
of colonists at each stage of frequency increases with the fre- 
quency. Thus of those who had been in the colonies only once 


* Extracted from Table F., BERTHOLD, 1887-1889, p. 117, and sid, 1889-1891, p. 


135. 
? Computed from Table K., BERTHOLD, of. cit. p. 143. 


3See BERTHOLD, of. cit. p. 4. 
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up till March 1, 1891, 70 per cent. had been convicted. Of 
those who had been from five to seven times, 90 per cent. had 
been convicted. While of those who had been twelve times 
and upwards all had been convicted. 

The fact that discharged prisoners so largely frequent the 
colonies is not looked upon unfavorably by criminalists. It is 
said that while of those discharged prisoners who do not seek 
admittance to the colonies, three-fourths relapse and return to 
prison, only one-fourth of those discharged prisoners who do go 
to the colonies, have during the past ten years relapsed and 
returned to prison. They relapse so far as repeated admissions 
to the colony are concerned; but not so far as repeated com- 
mittals to prison are concerned *. 

This frequency of readmissions is partly due to the regula- 
tion limiting the period of residence ; but the shortness of the 
period of stay suggests that it is partly also due to the love of 
wandering characteristic of the German, and to the facilities for 
wandering which the Verpflegungsstationen and the Herbergen 
zur Heimath afford him for exercising his passion for Wander- 
schaft*. 

The following shows the comparative briefness of the period 


of stay: 
STATISTICS OF TWENTY-TWO COLONIES, 1889-18913. 


Left after 7 days’ stay 6.1 per cent. of those discharged. 


“ 8- 14 4.3 “ “ 
‘“ I5- 21 ‘“ 4.3 ‘“ “ ‘“ 
“ 22- 35 “ 8. “ “ “ 
‘“ 36- 49 “ 9.4 ‘“ “ “ 
‘“ 50- 63 ‘“ 8.9 ‘“ “ “ 
‘“ 64- 17 ‘“ 8.5 “ “ ‘“ 
‘“ 78-105 “ 13.6 “ ‘“ 6 
“ 106-147 “ 18.6 * “ “ 
“ 148-203 “ 10.3 ‘“ “ “6 


“over 203 days 7.5 “ - - 





100.00 


* HERR VON KOBLINSKI, in meeting of International Criminalist Society in April, 
1893, at Berlin. See Bericht der Dritten Landesversammlung der Internationolen 
Kriminalistchen Vereinigung, Berlin, 1893, p. 92. 

? See below. 

3 BERTHOLD, 1889-1891, p. 126. 
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Thus 83 per cent. of the colonists left after a stay’of five 
months or less in the colony. In addition to the desire to go on 
wanderschaft, which impels colonists to move from one colony to 
another, the practice of spending the winter in the colony and 
the summer in the outer world, working or loafing, accounts to 
some extent for the limitation of stay to a period well within the 
statutory limit. 


NUMBER OF COLONISTS IN TWENTY-FIVE COLONIES IN EACH MONTH FROM 
JANUARY TILL JUNE, 1893". 











No. of No. of 

Colonists. Places, 

January,1893  - - - - 3,084 3,039 
February - : - - 2,783 3,034 
March - - - - : : 2,371 3,088 
April - - - . - 2,061 3,053 
—— ee ee 2,029 3,073 
June - - : : - 2,060 3,044 











The accommodation of the colonies is thus in the winter 
taxed to the utmost, even temporary expedients for housing the 
numerous applicants having to be resorted to, while in the sum- 
mer the places are not more than two-thirds filled. 

The frequency of readmissions results in the colonies being 
really occupied by a much smaller number of persons than 
appears at first sight from perusal of the gross numbers. 

The 15,425 cases of admissions during 1889-1891 were repre- 
sented by 11,088 individuals. The number of persons benefited by 
the colonies is thus really about 60 per cent. of the admissions. 

The system of Naturalverpflegungsstationen and Herbergen sur 
Heimath, or stations for relief in kind with roadside inns or work- 
men’s lodging houses, is an important adjunct to the labor 
colony system. It is possible for a tramp or discharged 
prisoner to work his way through a great part of Germany by 
means of these relief stations. He may work for a certain 
number of hours per day, and for this work he may receive 


* Die Arbeiter-Kolonie, February to June, 1893. 
* For description see Report, London, 1893, cited above. 
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shelter and food sufficient to maintain him until he arrives on 
foot at the next station. In this way he can go if he cares 
from one colony to another without expending a copper. The 
Herbergen are used not alone by tramps, but by workmen, 
students, traveling pastors, and others who desire lodgings at a 
minimum of cost. Some of these herbergs are quite comfort- 
able lodging houses, clean, airy and orderly; some, on the other 
hand, are rather squalid. It is probable that a system of inspec- 
tion will have to be devised for them in order to insure that they 
do not become as unsanitary as the low lodging houses they 
were meant to supersede. 

It is clear that the relief stations and the herbergs contribute 
largely to make German labor mobile. A workman may readily 
transfer himself without cost other than fatigue from one town 
to another. 

The German system’ of labor colonies as thus described 
devotes itself entirely to the relief of the man ; the family of the 
man—if he has one—is left out of account. There is a certain 
justification for this. The classes with which the colonies deal 
have no families. They have never had any, or they have 
abandoned them if they had. 


PERSONS ADMITTED INTO TWENTY-TWO COLONIES 1892-1891. 


With Domicile. Without Domicile. 
Numbers - - 45154 6,935 
Percentages . - 37:5% 62.6% 


The following table shows the family condition of the colo- 
nists who were admitted into the twenty-five colonies from Jan- 
uary to June, 1893? 


Single, - - - - 2,988 79.3 per cent. 
Married : 
Admitting responsibility, - 227 6.3 per cent. 
Separated, - - : 150 46 = * 
Divorced, : : - 61 ny | 
Widowed, - - - 332 ge * 





100.0 per cent. 


* BERTHOLD, of. cit. p. 129. 
2 Die Arbeiter-Kolonie, 1893. 
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No doubt some of those who represent themselves as single 
do so falsely. It is to be noted, however, in reference to this 
and other items of information about the colonists, that inquiries 
are made in every case as to the truth of the statements. The 
information is invariably checked by the police. If the number 
of those who have left families behind them to make their liveli- 
hood as best they may is so small as six per cent., it would be 
scarcely worth while to inquire how far the labor colony system 
encourages desertion. Without in any way, however, impugning 
the accuracy of the statistics, it seems fair to suggest that some 
of those who represent themselves as single do so falsely, and 
that there is probably as a contingent result of the labor colony 
system some slight increase in the amount of relief afforded by 
other charitable agencies to deserted families. While the effect 
of the Dutch system was bound to involve population difficulties, 
the effect of the German colonies in this connection is in the 
direction of the sterilization of the unfit’. 

The element of permanence which the Dutch colony possesses 
and which the German colony does not possess, is pined after by 
some of the leaders in the German movement.? They realize that 
the frequency of readmissions shows that there is a large number 
of men who apparently need the discipline of a colony perma- 
nently. This feeling has led to the formation near Bremerhaven 
of a Home colony, the colony of Friedrichwilhelmsdorf, where a 
system of allotments somewhat on the Dutch model has been 
set a-going. It is too soon to form any conclusions on the work- 
ing of this experiment. The same observation applies to the 
Westmoreland experiment of Mr. Herbert V. Mills. 

The Salvation Army Farm, at Hadleigh, in Essex, England,3 
has probably suffered from inefficient administration. During 
the two years of its existence it has to some extent altered its 

* It must be observed, however, that the going and coming characteristic of the 
colony system must result in the neutralization of this tendency to some extent. 


2 &, g. by Pastor Cronemeyer. See his Zine Zuflucht der Elenden, Bremerhaven, 
1893; and his Die Heimath Kolonie Friedrichwilhelmsdorf, Bremerhaven, 1891. 


3 For criticism of this in detail, see Report, Glasgow, 1892, p. 9. 
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character. It has become practically an ordinary farm on which 
all the skilled work is done by a large number of paid laborers, 
while the rougher operations are performed by the colonists. 
Such a method may under proper administration result success- 
fully, although the method of the German and Dutch colonies 
seems preferable, viz.: to cause the colonists to do all the work. 


THE ECONOMIC INFLUENCES OF THE COLONIES. 


The economic influences of the colonies are as yet largely 
matters of speculation, because positive evidence on many im- 
portant points is lacking. Some lines of inquiry may, however, 
be suggested: 

1. The influence of the colonies on the market for labor. 

The material which the colonies receive and discharge is not 
such as could in the nature of things have much influence upon 
the labor market. The colony has the utmost difficulty in find- 
ing situations for its colonists. 


DISCHARGES FROM COLONIES’, 











P fi P Percen 
whens aitationd discharged Goutyel ee 
were found by at their various 
the colonies. own desire. grounds. 
1885-86 __.__- 27.4 54.1 18.5 
1886-87 _....- 24.7 57.8 17.5 
1887-89 __..-- 20.8 . 60.4 18.8 
1889-91 -..--- 19.7 64.4 15.9 














These figures show that the difficulty of obtaining situations, 
always great, is steadily increasing. Employers who employ 
the colonists do so because they expect to get labor at a low 
rate. Such labor is almost invariably inefficient and thus there 
is a tendency for the colonist to drift back into the colony owing 
to dissatisfaction resulting from his employment externally.’ 

It may be observed, however, that one of the objects of the 


* BERTHOLD, 1887-1889, p. 112, and #id, 1889-1891, p. 60. 


2This and other points in connection with the economic influence of the colonies, 
are more fully discussed in Report, London, 1893. 
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colonies is to replace the fallen laborer in competitive industry ; 
is so to train him and equip him that he may be freshly encour- 
aged to fight the battle of life ; and that, inso far as the men who 
leave the colonies do not compete in the labor market, the colony 
system must be regarded as having failed to secure this particular 
object. There remains, of course, the answer that the 1,300° 
colonists for whom situations are annually found could not 
exercise, however efficient they were, any material influence 
upon the labor market of a nation whose adult male working 
population numbers upwards of ten millions. 

It is, however, difficult to avoid the conclusion that the 
influence of artificial interferences with the flow of labor is 
frequently out of proportion to the numbers directly affected, 
and that the subtle processes which go on in industrial contracts, 
and which do not appear in any statistics, act as multiplying gear 
to enlarge the area of effect of apparently insignificant causes. 

It appears to me, therefore, that the operations of the colonies 
may tend to affect, though remotely and obscurely, the rate of 
wages in the lower grades of skilled and of unskilled labor. This 
tendency may be invisible, owing to the insignificant operations 
of the colonies relatively to the operations of external industry, 
and may even be retarded by other overpowering economic 
tendencies.” 

Whether the effect of the colony system be to raise wages 
or to depress them will depend upon the mode in which the 
colonies are conducted, and upon the external economic condi- 
tions at the time. 

It is conceivable that the Labor Colonies might be used as a 
lever to raise wages by workmen who had fixed a minimum 
wage for themselves by means of combination, and who claimed 

* The numbers between Ist April, 1889, and 31st March, 1891, a period of two years, 
were 2623, or 1311 per year. BERTHOLD, of. cit. p. 60. 


? I am indebted to Professor Brentano for the valuable suggestion, that the system 
of compulsory military service and the extent to which custom regulates wages and 
prices alike, in Germany, tend to render the influence of the Labor Colonies in this 
connection nugatory. Professor Victor Béhniert also believes that the Labor Colonies 
have no influence on either wages or prices. 
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the shelter of the colonies until this minimum was granted by 
the employers. I am not aware that the German Colonies have 
been so used as aids during strikes of workmen. 

It might also be urged that the colonies have the effect of 
raising the wages of labor in the district in which they are 
situated, in so far as they draw off.from the labor market a num- 
ber of workers who are economically weak, who are prepared to 
sell their labor for whatever it will fetch, and who are able to 
subsist upon very slender wages because they have no family 
ties or dependents,’ and because their standard of comfort is ex- 
tremely low. 

On the other hand, it might be urged that the minimum wage 
of the colonies would tend to depress wages in the lower grades 
of labor. The principle upon which the German Colonies have 
been established involves the payment of a minimum subsistence 
wage alone. The object of this is to make certain that the 
colony will be the last resort of the unemployed, that a man 
will exhaust every means of getting a livelihood before he be- 
takes himself there. This minimum of the colonies is not 
a family minimum, but an individual minimum, expended in the 
most economical way that experts in the feeding of large bodies 
of men can devise*. It is indeed a minimum at which it would 
be very difficult for a man to subsist himself otherwise than in a 
colony. But residence in the colony involves forfeiture of the 
luxury of freedom, and the estimate which most men place upon 
this, might suffice to determine them to work outside the colony 
for a rate of wages involving a standard of comfort less than 
they can have in the colony, minus the freedom’. There would 
in this way be a tendency for the wages of low grade labor in 
the locality to fall to the level of the minimum subsistence 
wage of the colony. The extent to which this tendency might 


* Cf. page 49. 
? For the cost of food at the colonies see Glasgow Report, 1892, above cited, pp. 
24 and 25. 


3 Cf. Report, London, 1893. Section on “The Colony as a Means of Obtaining 
Situations.” 
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operate would depend, of course, upon the number of men in 
the position assumed, and upon the conditions of industry in the 
district at the time. This tendency to depress wages operating 
on the side of the workman would also operate on the side of 
the employer who could, if he chose, obtain labor from the 
colony at or about the colony minimum,’ and would, therefore, 
be disposed to refuse to pay a higher rate even to reputable 
workmen who might apply. 

2. The considerations which apply in the case of the labor 
market, apply also in the case of the market for goods. Fromthe 
point of view of economic theory, the operations of the colony 
must affect both markets; but the actual influence in either case 
is probably very slight. The quantities of produce sent by the 
colonies into the market are so small as to affect only to the 
slightest extent if at all local prices. The colonies are indeed 
very largely self-contained—by far the larger part of the produce 
is consumed by the colonists on the farm; and the element of 
custom is no doubt potent. The manufacture by city colonies, 
Berlin, for example, of goods for sale, has, however, given 
rise to dissatisfaction among the traders with whom the colony 
necessarily competes. The considerations that apply to the sale 
of the product of convict labor apply also here. 


CONCLUSION. 


It will be evident from the description and criticism of the 
labor colony system that it only meets the evils caused by fluc- 
tuations of industry to a modified extent. It is undeniably a 
costly form of relief,and it involves dangers which may only 
be disregarded when the system is carried out on a small scale 
and when it fails to fulfil the intentions of its promoters. As 
for its reformatory effect upon the colonists, this is extremely 
doubtful. The increasing frequency of readmissions and the 
difficulty experienced by the colonies in obtaining situations dis- 
prove the vague statements made by some of the enthusiastic 


* Cf. Report, London, 1893. Section on “The Colony as a Means of Obtaining 
Situations.” 














LABOR COLONIES AND THE UNEMPLOYED. 53 


advocates of the system. The men are certainly kept right 
when they are in the colony; but they as certainly tend to 
relapse when they leave it. 

The organization of industrious men in industrial groups is 
one thing, the organization of those who have never formed or 
have lost the “ habit of laboring”’ is quite another thing. 

“That the labor colony is a means of employing the dis- 
charged prisoner and the vagrant with advantage to society, 
and on the whole with advantage to the colonists themselves, 
there can be little doubt. The advantages outweigh the disad- 
vantages. But for the workman who has been accustomed to 
regular employment, and who is suddenly thrown out, or indeed 
for the intermittently low-grade workman, especially if he be 
married, the labor colony is a very questionable resort.” * 


James Mavor. 
UNIVERSITY OF TORONTO. 


* Report, London, 1893. 





PROTECTIVE PURPOSE OF THE TARIFF ACT 
OF 1789." 


TueE Tariff of 1789 has been called a revenue measure, and its 
low rates are urged as conclusive proof of its non-protective 
character. In view of the enormously high rates which the tariff 
legislation of recent times has associated with the idea of pro- 
tection, this reasoning seems plausible, and has been accepted 
with little or no question.* Convincing proof, then, will be 
required to change the accepted view. An historical examina- 
tion of the subject furnishes three kinds of proof that ‘the 
encouragement and protection of manufactures” was at least as 
important as any other motive in securing the passage of the Act 
which laid the foundation of the tariff system. 

I, The protective acts of the states furnished the experience 
on which the national legislators based their proceedings. 

II. The measures taken by England to secure the monopoly 
of the carrying trade, in addition to the virtual monopoly already 
possessed in the manufacture of commodities which formed the 
bulk of American imports, had so angered and aroused the Amer- 


* The current number of the Publications of the American Economic Association 
contains an account of the State Tariff Legislation and the conditions preceding the 
adoption of the Constitution. Readers who desire a more complete account of the 
beginnings of our tariff policy are referred to that monograph. 


*Condy Raguet, Principles of Free Trade, p.9, says: “Can any man seriously 
believe that in the year 1789 a duty of five per cent. could have been in any degree 
imposed for the purpose of encouraging the growth of manufactures? The idea is 
preposterous, and this will be manifest to all who reflect for a moment upon the fact 
that, at the period designated, agriculture was so clearly the natural and most profitable 
channel for capital and labor to flow in, that higher duties would have been required 
to divert them from that employment than are required at the present day. Let the 
idea, then, be discarded, as unworthy of reliance, that the Act of 1789 was, in the most 
remote degree, designed for the protection of manufactures. It could not possibly 
so have been, if the application of means to an end was a branch of knowledge pos- 
sessed by those who framed it, and it is evident that the absurdity of so misplaced a 
reason was soon discovered, for it was omitted in the next Act on the same subject, 
and has never since been restored.” (1835). Also see H. C. ADAMS, Zaxation in the 
U. S., 1789-1816. 
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icans that the free-trade ideas of the early revolution vanished 
with the political freedom which made possible industrial and 
commercial freedom. A freedom to be found in the develop- 
ment of domestic resources, rather than in foreign trade carried 
on under the inequitable system of the eighteenth century. 

III. The most important evidence of allis to be found in state- 
ments, by the men who made the tariff, of the motives which 
actuated them in imposing the duties. One needs no other evi- 
dence than that afforded by the debates in the first Congress on 
the tariff question, to establish the protective and retaliatory 
nature as well as the historical basis of the impost Act finally 
adopted. An account of this discussion will therefore be given. 

Very soon after Congress first met, which was in April, 1789, 
Madison, recognizing the pressing need of revenue, offered a 
resolution calling for the adoption of the impost, which, from 
1783 to 1789, Congress had, in vain, urged upon the states. He 
stated distinctly * that the object of the measure was to raise rev- 
enue, that it was to be a temporary expedient, to remain in force 
only till a comprehensive system could be arranged. The Act 
proposed had been discussed in each state, the opinions of the 
members as to its merits were already formed ; and without the 
delay necessary for discussing and arranging a new measure, 
the one proposed might be adopted immediately, so as to secure 
a revenue from the spring importations. A number of mem- 
bers expressed their agreement to the plan proposed by Madi- 


* Annals of Congress, i. 102.—Fisher Ames, in a letter to Mr. Minot, dated 
May 29, 1789, wrote: “One of his [Madison’s] first speeches in regard to protecting 
commerce was taken out of Smith’s Wealth of Nations. The principles of the book 
are excellent, but the application of them to America requires caution. I am satisfied, 
and could state some reasons to evince, that commerce and manufactures merit legis- 
lative interference in this country much more than would be proper in England. The 
drain that is making much of our people beyond the mountains, and the want of sufficient 
intercourse between the manufacturing and staple states, the British credit, British 
agents, etc., are among the circumstances which furnish those reasons. I am clearly of 
the opinion that the navigation and manufactures of America cannot well be too much 
encouraged.” Ames’s Works, i. p. 49. In some of his speeches, however, Madison 
made almost as many exceptions in favor of protection as Ames did. See his speech 
on pp. 113 seg., Annals of Congress. 
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son ;* a few, because they favored revenue measures, others 
because they wished to obtain revenue by temporary duties 
until a more extensive tariff system could be devised. Fitzsim- 
mons, on the other hand, recognizing the difficulty that must be 
encountered in changing a law once enacted, determined to 
forego the revenue which a temporary measure would produce, 
and to delay action until a system could be devised which would 
not only furnish the needed revenue, but would do what he 
thought even more important, namely, give encouragement to 
the industries which, under state aid, had already made consid- 
erable progress. He therefore moved to substitute for the plan 
offered by Madison the Pennsylvania system of protection.? Not 
as the Pennsylvania system did he offer it, but he proposed a list 
of articles, all of which, with six unimportant exceptions, were 
taxed by the state Act of 1785. Each item was to be discussed 
in “committee of the whole’’, and the rate fixed at the point 
agreed upon by the members, after comparing views, stating the 
experiences of the several states, and thus deciding what would 
work best for all. 


Two plans were now before Congress. The revenue system 


of Madison apparently had everything in its favor. It was simple, 
well known, could be at once adopted,—a point of great import- 
ance, in view of the empty treasury and pressing debts,—and it 
would satisfy the wants of those who believed in a revenue tariff, 
pure and simple. The other measure, urged by Fitzsimmons, for 
protection, must overcome serious obstacles. It was new; it had 
not been recommended by Congress as a plan suitable for the 
whole Union, and had not been discussed in every state, as was 
the case with the revenue measure. Much time would be required 
to arrange a schedule, and, with all the precautions that could 
be used, the taxes would bear unequally on the people of the 
different states. Virginia and South Carolina especially feared 
injury to their chief industry, agriculture. Besides, knowledge 
of the workings of the state protective tariffs, on which the pro- 

* Annals of Congress, i. pp. 103-105. 

* Ibid. p. 106. 
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posed Act was based, was very meagre. Everything, indeed, 
except a strong desire for immediate protection, seemed to be 
against the plan of Fitzsimmons. The advocates of Madison’s 
plan, however, did not oppose the other because of its protective 
features. They urged every other reason against its adoption; 
but not once did they say that protection to American industries 
would be unconstitutional, or even undesirable. 

After full discussion and due deliberation, the protective 
duties proposed by Fitzsimmons were preferred to the revenue 
duties advocated by Madison. Thus, in the very beginning 
of United States tariff legislation, protection found the 
place which it has maintained with little interruption till the 
present day. Then, as now, Pennsylvania was the leader in 
seeking encouragement for domestic industries. The other 
states, however, were more willing followers in 1789 than they 
have been on some occasions since that date. It is true that 
objection was made by the members from South Carolina to the 
rates on certain articles, but in the House no voice was raised 
against the principle of protection. Even the South Carolina 
members asked that their great interest, agriculture, might 
receive protection. They were especially desirous to have the 
raising of hemp stimulated by a duty. 

Perhaps the decision then made does not deserve more than 
the scant attention which it has received. It may not have 
modified our later tariff history perceptibly. It is possible that 
if the simple revenue measure advocated by Madison had been 
adopted then, it would have been superseded at a slightly later 
date by a protective Act similar to the one which secured favor 
in 1789. If sucha result had followed, then, indeed, it was a 
matter of small moment whether the protective principle was 
incorporated in our tariff legislation in 1789 or in 1790. On the 
other hand, one can picture very different results following the 
rejection of a protective measure at the beginning of our govern- 
ment, especially if the rejection had been made, not for the 
purpose of securing immediate revenue, but because of a real 
opposition to the principle of protection. 
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Fitzsimmons was certainly right in thinking that protection 
could be secured more easily in the first tariff Act adopted than 
by a later effort to supersede a revenue measure which had given 
satisfaction. The effort might have proved in vain. The 
revenue measure might have been continued—duties increased 
to secure more revenue—no distinct avowal of protective pur- 
poses made—and no great difference in our early history would 
have resulted. But what would have been the effect of such action 
upon later times? If, atany time, in the opinion of Congress, pro- 
tection had become clearly necessary, would the precedent set by 
the framers of the constitution have been broken? The constitu- 
tion has seldom, if ever, prevented the adoption of any measure 
really desired by a great majority of the people. Neither can it 
be said that the rejection of a protective tariff by the first Con- 
gress would have proved such a measure to be unconstitutional. 
It would, however, have shown the interpretation which the 
founders of our government put upon the instrument which they 
had framed. Such an interpretation is entitled to great weight. It 
might have been considered sufficiently important by succeeding 
generations to turn the scale of tariff discussion against protec- 
tion. A decision against the principle of protection in 1789, or 
even the adoption and continuation of a revenue measure for a 
few decades, would have left ground for the party of strict con- 
struction to say: ‘‘The general government has no power to levy 
taxes for protective purposes.” The decision which was made 
certainly carries equal weight in favor of the position taken by 
the opposite party. Neither Madison nor any other member 
questioned the authority of the government which they had 
created to levy taxes high enough to give any desired protec- 
tion, or even to prohibit importations for the same purpose. 

If no record of the action then taken were obtainable beyond 
the fact that the revenue measure was voted down and the pro- 
tective measure adopted, subsequent discussion on the constitu- 
tionality of protection might have assumed a tone somewhat 
different from that which it has taken. This one fact, however, 
has been overlooked in the attention given to the rates imposed. 
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Because they are low it is assumed that they were not meant to 
be protective. What the rates were is known much more 
generally than the manner in which they were adopted, hence 
the theory has been accepted which seems to be supported by 
the rates, considered either alone or in comparison with the high 
rates of the protective measures of the present day. 

Fortunately, the evidence did not stop with the choice 
between the two measures. The Congress of that day did not 
merely decide upon the principles of a measure and then instruct 
a committee to prepare a bill in accordance with those prin- 
ciples, at least not on a question of first magnitude. Having 
determined that a protective tariff was necessary, the whole 
house proceeded to consider the details of such a measure.’ Of 
course the vast amount of business which comes before Congress 
in these latter days does not permit the full and free discussion 
which it was then possible to give to each important question. 
A tariff bill, with its numerous details—with the necessity of 
adjusting rates to suit the needs of great industries—can be pre- 
pared more advantageously by a committee of experts than by 
a body so large and unwieldy as the United States Congress has 
grown to be. If, however, Congress could again become a 
deliberative body, and if the reasons for supporting or opposing 
the details of a tariff bill could be given as freely as were the 
reasons for laying protective duties on the few articles which 
were deemed worthy of protection in 1789, there would cer- 
tainly be less room for charges that contributions to a 
campaign fund secure or maintain protection. It may be 
necessary to buy protection now. It certainly was not a 
century ago. Then the existence, or the possible existence, of 
any industry was deemed sufficient reason for the encourage- 
ment which was openly and avowedly given. Each industry 
which had been started in any state, and which gave the least 
promise of success, was championed by the members from that 
state. At times they argued that the whole Union would gain 
by whatever benefited a part; again, that it was necessary to 


* Annals of Congress, i. p. 122. 
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render the nation independent of foreigners, even at some 
present sacrifice; or again, that what was lost to any section by 
consenting to duties on one article should be made up to it by 
protection to its own products. A free use of extracts from the 
speeches made in Congress is the best means of giving the 
reader a true conception of what was done and the grounds on 
which action was based. 

Pennsylvania had already made some progress in the produc- 
tion of steel, and wished the general government to continue the 
aid which the state had given to the industry. In making this 
request, Clymer said: ‘“‘The manufacture of steel in America is 
in its infancy; but as all the materials necessary to make it are 
the produce of almost every state in the Union, and as the manu- 
facture is already established and attended with considerable 
success, I deem it prudent to emancipate our country from the 
manacles in which she has been held by foreign manufacturers. 
A furnace in Philadelphia, with a very small aid from the legis- 
lature of Pennsylvania, has made three hundred tons in two 
years, and now makes two hundred and thirty tons annually ; 
and with a little further encouragement will supply enough for 


the consumption of the whole Union. I hope, therefore, that 
gentlemen will be disposed, under these considerations, to 
extend a degree of patronage to a manufacture which a 
moment’s reflection will convince them is highly deserving of 
protection.”* 

Local considerations at once entered. South Carolina did 


not, and inall probability would not, produce any steel, so her 
representatives could not consent to a burden for the benefit of 
the northern states. Their views were expressed by Tucker, 
who considered “the smallest tax on steel to be a burden on 
agriculture, which ought to be an interest most deserving of pro- 
tection and encouragement.” He favored a bounty on steel 
rather than any tax, but would agree to a duty of five per cent. 
“That was as great encouragement as ought to be granted. He 
would not oppose that being laid.” * 

* Annals of Congress, i. p. 147. 

* Ibid. p. 148. 
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Fitzsimmons took a broader view. He thought that “local 
consideration should be placed aside. Every state would feel 
itself oppressed by a duty on particular articles, but when the 
whole system is completed the burden will be equal on all. 
What operates to the benefit of one part in establishing useful 
institutions will eventually operate to the advantage of the 
whole.” The majority agreed with the reasoning of the Penn- 
sylvania members and granted the desired protection. 

Ames, of Massachusetts, desired that the manufacture of 
nails might receive encouragement. It was an industry of a very 
useful character,—did not require great capital or skill,—the 
product was clear profit, except the raw material, for nails were 
made in evenings and at unemployed moments. “The manu- 
facture is prodigiously great in Massachusetts,” he said, “and 
may be elsewhere if people will exert equal industry. It has 
grown up with little encouragement to an astonishing degree of 
perfection.” * 

Sherman favored the tax because every state could soon make 
enough for its own consumption. The Southern members again 
thought that the loss would be greater than the gain, and so 
opposed the tax. 

Madison feared that a duty on nails would operate as a tax 
on ship building; and Lee feared that it would prove a burden 
on the improvement of estates. As usual, it was Tucker who 
made the most vigorous objection. - ‘‘ He judged from what had 
been said of the flourishing condition of the manufacture that it 
needed no encouragement. Why lay a duty on foreign nails if 
you can make them as good and as cheap? Will not the five 
per cent. duty, with freight and shipping charges, be sufficient 
encouragement? He thought so, and was averse to any other 
duty.” 3 To the objections of the Southern members Ames 
replied: ‘The commerce of America, particularly the Southern 
parts, has, by force of habit and long connection, been setting 

* Annals of Congress, i. p. 148. 

* Ibid. p. 156. 

3 [bid. p. 157. 
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strong upon the British coast; it will require the aid of the gen- 
eral government to divert it to a more natural course. Good 
policy and sound wisdom demonstrate the propriety of an inter- 
change between the different parts of the Union. To procure 
this practical good some force is necessary. Laying a small 
duty upon foreign manufactures may induce, from motives of 
interest as well as inclination, one fellow-citizen to barter with or 
buy of another what he has long been accustomed to take from 
strangers. Allowing this remark its due weight, I have no doubt 
but that the committee will concur in laying a small protecting 
duty in favor of this manufacture. Again, from the situation of 
the manufacturer in Europe and the one in America, this encour- 
agement is necessary. There stern necessity with her rod of iron 
compels his exertion; here invitation and encouragement are 
necessary ; without them the infant manufacture droops, and its 
patron seeks, with success, a competency from our rich and fer- 
tile soil.” The tax on nails was not a matter of vital importance 
to the central states because they were already able to meet 
competition. Fitzsimmons thought that the industry was suffi- 
ciently established to make nails better and cheaper than they 
could be imported. Nevertheless, he was willing to allow a 
small duty ‘ because it conforms to the policy of the states, who 
think it proper in this manner to protect their manufactures.” ? 

Although not insisting upon a tax on nails, or any other com- 
modity the manufacture of-which was sufficiently established, 
Fitzsimmons was strongly in favor of an impost on beer. ‘“ This 
industry,” said he, “is one very deserving of encouragement. 

The small protecting duties laid by Pennsylvania have 

had a great effect toward the establishment of breweries; we 
no longer import this article, but, on the contrary, export con- 
siderable quantities, and in two or three years, with the fostering 
aid of government, will be able to furnish enough for the whole 
consumption of the United States.”* He therefore moved a tax 
of nine cents per gallon. Lawrence, in seconding the motion, said : 

* Annals of Congress, i. p. 158. 

2 Tbid. p. 144. 
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‘I would have this duty so high as to give a decided preference 
to American beer; it will tend also to encourage agriculture, 
because the malt and hops consumed are the product of our own 
grounds,” 

Gale thought that nine cents would be too high, because it 
would give American brewers a monopoly. To this Sinnickson 
replied, laying down the doctrine as to the effect of domestic 
competition, which has been heard in all tariff debates since that 
day: “If the duty is high enough to effect a prohibition, the 
manufacture will increase and, of consequence, the price be les- 
sened.’’* He also favored the tax because of the aid it would 
give to agriculture. 

Madison was the next speaker, and came out clearly in favor 
of protection ; he moved to fix the duty at eight cents. “ He 
did not think this would give a monopoly, but hoped it would 
give such encouragement as to induce the manufacture to take 
deep root in every state in the Union. In this case it would pro- 
duce the collateral good hinted at by Sinnickson, which was an 
object well worthy of being attended to. In the State of New 
York the article pays a duty of six cents on importation, and if 
brought in foreign vessels eight cents; and yet quantities of it 
are still imported, which proves that an eight cent tax will not 
amount to prohibition.”* Meeting no serious opposition these 
views easily prevailed. 

Fitzsimmons moved a duty of two cents per pound on can- 
dles. He thought that amount of protection desirable, because : 
‘‘The manufacture of candles is an important industry and far 
advanced towards perfection. I have no doubt but in a few 
years we shall be able to furnish enough to supply every part of 
the continent. In Pennsylvania we have a duty of two pence 
per pound, and under the operation of this small encouragement 
the manufacture has gained considerable strength. We no longer 
import candles from Ireland and England, from whom, a few 
years ago, we took considerable quantities ; the necessity of con- 


* Annals of Congress, i. p. 145. 
2 Tbid. 














64 JOURNAL OF POLITICAL ECONOMY. 


tinuing those encouragements which the state legislatures have 
deemed proper, exists in a considerable degree ; therefore, it will 
be politic for the United States Government to continue such 
duties till their object is accomplished.’’* 

Again the objector, Tucker, wished to have this article struck 
from the list. But Boudinot thought that considerable quanti- 
ties of candles were imported from Russia and Ireland. ‘ They 
will be made cheaper than they can be imported if a small 
encouragement is held out by the general government, as the 
materials are to be had in abundance in our country.” Lawrence, 
too, favored a considerable tax, as “‘ it tended to cherish a valua- 
ble manufacture.” And, without further objection, the duty of 
two cents per pound was agreed to. 

In Maryland, a successful attempt to manufacture glass had 
been made, and Carroll thought that, with a small encourage- 
ment, the industry would be permanently established. He there- 
fore asked for a duty of ten per cent., and this was given with- 
out objection.3 

The manufacture of paper had grown to great importance in 
Pennsylvania, and, of course, must be encouraged to still further 
growth. Clymer informed the House “that the paper mills in 
his state had become so numerous as to be able to supply a very 
extensive demand in that and neighboring states. They produce 
annually about 70,000 reams of various kinds, which is sold as 
cheap as it can be imported. The manufacture certainly is an 
important one, and having grown up under legislative influence 
it will be wise to continue it.”4 A duty of seven and a half per 
cent. was agreed to without debate. 

Sherman thought that the tax on manufactured tobacco should 
be prohibitory, and on his motion a duty of six cents per pound 
was laid. 5 


* Annals of Congress, i. p. 146. 
2 Tbid. 

3 Lbid. p. 167. 

4 Ibid. 

5 Ibid. 
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Connecticut wanted protection on the anchors she was mak- 
ing, and, at the request of Goodhue, the duty was fixed at seven 
and a half per cent." 

The manufacture of wool cards had become of importance in 
Massachusetts and Pennsylvania. Ames said they were made in 
his section as good and as cheap as the imported ones, and Cly- 
mer said that the manufacture was carried to great perfection in his 
state. Enough could be furnished to supply the demand. The 
importation was therefore discouraged by a tax of fifty cents per 
dozen.’ 

Comment could not add anything to the clearness with which 
these extracts show the position taken by the members of the 
first Congress on the question of protection to manufactures, 

As to the advisability of offering encouragement to agricul- 
ture there was a difference of opinion. The discussion of this 
question arose over a proposition, made by Madison, to lay a tax 
on hemp. The duty was proposed and advocated for the avowed 
purpose of aiding the farmers, and the representatives of the 
strictly agricultural sections strongly supported the measure. 
Burke, of South Carolina, Moore, White and Madison, of Vir- 
ginia, and Heister and Scott, of western Pennsylvania, were 
especially anxious to secure this favor for their constituents. 
Theirarg uments may be summarized as follows : they were sure 
that the southern and western parts of the country were well 
calculated for the cultivation of hemp, and, with the encourage- 
ment now proposed, vast quantities would be brought in a year 
or two from the Ohio to Philadelphia, The inhabitants of the 
frontier region were expecting some encouragement and would 
be grateful for it. Indeed, it would be hard to persuade the 
farmer that his interest ought to be neglected while the artisan 
was aided. America was an agricultural country, and her great 
industry should receive due encouragement. If the legislature 
took no notice of this article the people would be led to believe 
that it was an object not worthy of encouragement, and the spirit 

* Annals of Congress, i. p. 163. 
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of cultivation would be damped ; whereas a small duty would show 
them that it was a desirable object and would lead to increased 
production, so that, in a short time, the domestic demand would 
be supplied and great quantities afforded for exportation. Hemp 
could bear the expense of transportation much better than any 
kind of grain, and even if it did not find an outlet through the 
eastern ports, great flat-boat loads of hemp would soon be float- 
ing down the Mississippi. Besides, a political consideration 
should influence the action of Congress in this matter. The 
pioneers, fast flocking to the rich valleys of the West, should be 
attached to the Union by the strong ties of financial interest. 
They should be made to feel that their interests would receive as 
much encouragement as was given to other classes. Then, too, 
it was but right to even things up; manufacturers had been 
given the aid which they required, and the system of protection 
must be extended to all. It would be especially unwise to 
neglect the greatest of all American industries —agriculture. 

To these arguments the representatives of the shipping and 
manufacturing interests replied somewhat as follows: They 
admitted that it might be possible to raise hemp here, both for 
domestic use and for exportation ; that, in fact, it had been done 
in colonial days ; and if the farmers had not found that they 
could raise other crops more profitably, they would have con- 
tinued to grow hemp. A clear distinction, however, should be 
made between taxing manufactures and taxing raw materials. 
It would be much better to give a bounty, than to impose a pro- 
tective duty, on an article so much used in a great and important 
industry. If hemp was taxed, the duties on cordage must be 
increased enough to compensate for the extra cost of the raw 
material. We were destined to become a great maritime nation, 
and no hindrance should be placed in the path of maritime 
advancement.* 

Between the two interests a compromise was effected. The 
manufacturing and commercial classes yielded to the agricul- 
tural, because the latter had submitted to be taxed fer the pro- 


* Annals of Congress, i. pp. 149-152. 
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motion of manufactures. But as it was too late for the crop of 
hemp to be increased before another year, the duties were not 
to be collected till December, 1790. 

The wants of the manufacturers and agriculturists having 
been satisfied, the needs of the shipping interests next received 
attention. Here, again, South Carolina made a feeble objection 
to a tax that she feared would bear unequally upon her ; but, 
without much discussion, a heavy discrimination was made in 
favor of American vessels. They paid but six cents per ton, 
those of nations with whom we had commercial treaties paid 
five times as much, while all other vessels were required to pay 
fifty cents per ton—more than eight times the amount paid by 
American vessels. Besides this heavy discrimination in the ton- 
nage tax, a deduction of ten per cent. was made from the duties 
on all goods imported in American bottoms." 

To secure to the American merchants the East Indies trade, 
which they have already opened up, under the encouragement 
of New York and Pennsylvania, all goods imported from China 
or India, in foreign vessels, were required to pay twelve and 
one-half per cent. Tea, imported directly from China in American 
vessels, paid six to twenty cents per pound, according to quality. 
If imported from Europe in American vessels, the duties ranged 
from eight to twenty-six cents ; but if imported in foreign ves- 
sels, the tax was from fifteen to forty-five cents per pound. 
This was certainly a good degree of protection; and the reason 
for its existence was given by Fitzsimmons in the following lan- 
guage: ‘The tax is meant, not only for revenue, but as a regu- 
lation of commerce highly advantageous to the United States. 
The merchants of this country have, from a variety of circum- 
stances, and finding their trade restrained and embarrassed, been 
under the necessity of exploring channels to which they were 
heretofore unaccustomed. At length they have discovered one 
which bids fair to increase our national importance and pros- 
perity, while at the same time it is lucrative to the persons 
engaged in its prosecution. I mean, sir, the trade to China and 


* Annals of Congress, i. pp. 168-169. 
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the East Indies. I have no doubt but what it will receive the 
encouragement of the general government for some time to 
come. There is scarcely any direct intercourse of this nature 
but what requires some assistance in the beginning; it is pecu- 
liarly necessary in our case, from the jealousy subsisting in 
Europe of this infant branch of our commerce. It has been 
thought proper, under some of the state governments, to foster and 
protect a direct communication with India. I hope the government 
of the United States has an equal disposition to give this trade 
their encouragement. The legislature of Pennsylvania granted 
aid by discriminating in the manner proposed, and with like aid 
from the government of the United States, the merchants may 
no longer fear the machinations of the opulent companies of 
Europe.” * 

One other industry remained, and it, too, was given atten- 
tion at the request of the Virginia members. Bland stated that 
there were coal mines just opened in Virginia, capable of supply- 
ing the whole United States ; and if some restraint was laid on 
the importation of coal, these mines might be worked to advant- 
age. He therefore moved a duty of three cents per bushel. 
Hartley, of Pennsylvania, feared that a tax on coal would dis- 
courage manufactures, and moved to reduce it to one cent. 
Parker replied that less than three cents would not answer, 
because large quantities came from England as ballast, and could 
be sold so cheap as to prevent working the Virginia mines. 
‘He hoped, if the committee was disposed to encourage them, 
they would proportion the means to the end; a duty of one cent 
would be void, nothing under three cents could answer the pur- 
pose. He hoped, therefore, that the committee would agree to 
three cents.’”* The committee agreed. 

Duties were laid on severa! other articles, but it is not neces- 
sary to go through the whole list here. The same arguments 
were offered over and over again, and the result was always the 
same. Each member asked for and secured protection on the 
* Annals of Congress, i. p. 170. 
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articles produced in his state, and each member opposed taxes 
which he thought were likely to prove burdensome to his con- 
stituents. Constant reference was made to the duties of the 
states to illustrate the probable working of the national taxes. 
Naturally, the states which were more densely populated, and 
had already made some progress in manufactures, asked for the 
greatest amount of protection. Equally natural was it that 
South Carolina and other thinly settled states, whose products 
found a ready market in foreign countries, and whose wants 
were supplied almost entirely by imports, should object to taxes 
on imports which they did not produce at all. At times these 
objections were vigorous. Often was it stated that the South 
was being overburdened ; that the weight of the impost was 
greater than any benefit she would derive from the Union. But 
among all the objections urged in the House, against the duty 
on any particular article, not once was the constitutionality of 
protection questioned. And, as before stated, both South Caro- 
lina and Virginia sought protection on the few articles where it 
was thought likely to prove beneficial to them. From Massa- 
chusetts, also, came vigorous protests, when her pet industry, 
the manufacture of rum, was threatened by a high tax on 
molasses. Massachusetts insisted, with all her strength, that 
the raw material for so important an industry as the making of 
rum should not be taxed; or, if taxed, the rate must be low. 
No one objected to giving encouragement to any industry which 
it was desirable to foster, but the product of the distillery was so 
pernicious that many members were opposed to allowing it any 
encouragement. Madison led the forces who objected to aiding 
this industry by a low tax on molasses and a drawback if the 
rum was exported ; but all the strength he could command was 
not sufficient to prevent the protection of this, the most unde- 
sirable of American industries. In nothing is the strength of 
the protection sentiment more clearly shown. It seems that any 
industry, no matter what, no matter how undesirable its product 
might be, was then deemed worthy of protection." 


* Annals of Congress, i. pp. 173-174. 
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No complete record of the debates in the Senate was kept, 
so the evidence of the action there is only fragmentary. The 
notes taken by William Maclay, a senator from Pennsylvania, 
give some account of the discussion in the Senate. He was an 
ardent advocate of protection, and wrote down the arguments 
which he used in support of the measure. Vested interests had 
some weight with him. He thought the United States govern- 
ment was bound to fulfill the engagements which the protective 
Acts of the states had virtually made to the manufacturers." In 
his journal for June 2, he writes: ‘After some preliminary 
business, proceeded on the impost bill, without much opposition, 
till we came to fifteen or sixteen articles which all stood at seven 
and a half per cent. The most of these articles stood in the old 
protecting duties of Pennsylvania at twelve per cent. I feared 
much the spirit of reduction would get into the opposers of the 
impost, and that they would be for lowering everything. From 
this sole motive I would have moved an augmentation, by way 
of securing the duty where it was. However, here I had better 
ground. I set out with naming over the greater part of the 
articles on which the protecting duties of Pennsylvania were 
twelve and a half per cent. and thirteen per cent. in New York. 
I reasoned from the effect of these duties on the promoting the 
manufactures. But by the present law, the manufacturers would 
stand on worse ground by five per cent. than they had done 
under state laws ; and although the United States were not abso- 
lutely obliged to make good the engagements of the states to 
individuals, yet, as the individuals had embarked their property 
in these manufactures, depending on state laws, I thought it 
wrong to violate those laws without absolute necessity. I was, 
as usual, opposed by the Southern people.” ? 

Maclay’s journal also furnishes interesting information in 
regard to the opposition which had to be overcome. This seems 
to have been actuated by self-interest entirely, but from two dif- 
ferent sources. The importers and merchants wished to secure 
* Sketches of Debates, p. 63. 
® Jbid. p. 68. 
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as large a stock of goods as possible before the Tariff Act came 
into operation. Goods were stored in New Jersey where no 
duties were paid, and when the state tariffs were superseded by 
that of the United States, they could be taken into New York or 
Pennsylvania for sale... The price of imported goods was raised 
in anticipation of the duties so that “a miilion dollars was paid 
by the people which did not find its way into the treasury.”? 
This opportunity for extra profit made the merchants desirous of 
delaying the passage of the impost act as long as possible. What 
means were used to accomplish this purpose, the journal does 
not state. It merely says: ‘ Remarkable infiuence is exerted 
to delay the bill till they get in all their summer goods.” 

The other source of opposition mentioned by Maclay was not 
so purely personal and selfish as was that of the merchants. It 
was sectional rather than individual. Each section and, to a less 
degree, each state, sought to have the tariff arranged in its own 
interest. The Middle States may have been in a position to gain 
more and lose less than those at the North or South, or they 
may have been more patriotic, or the difference may have existed 
only in the mind of the writer, but Maclay certainly credited 
them with more liberal action. After discussing the question at 
some length in his journal, he wrote: “I will now memorandum 
one remark. The senators from New Jersey, Pennsylvania, Del- 
aware and Maryland, in every act, seemed desirous of making the 
impost productive, both as to revenue and effective for the en- 
couragement of manufactures, and seemed to consider the whole 
of the imposts (salt excepted) much toolow. Articles of luxury, 
many of them would have raised one-half. But the members 
both from the North and more particularly from the South, were 
ever in a flame when any articles were brought forward which 
were in considerable use among them.”’ 4 

In the Senate, as in the House, the members from South Car- 
olina were most constant and most violent in opposition. Butler 
went far beyond Tucker, and even foretold South Carolina’s 


* Sketches of Debates, p. 57. ? Ibid. p. 70. 
3 Tbid. p. 74. 4 Ibid. p. 77. 
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action of 1832. ‘He flamed away and threatened a dissolution 
of the Union with regard to his state, as sure as God was in the 
firmament. He scattered his remarks over the whole impost 
bill, calling it partial, oppressive, and solely calculated to oppress 
South Carolina. His state would live free or die glorious, and 
so on. He even moved to strike indigo from the tariff list and 
said Carolina was not obliged to us for taking notice of her 
affairs.”* Butler seems to have been alone in carrying state 
interest and state pride to this violent extreme. The other sen- 
ators got what they could for their own states, and were willing 
to make concessions to others. Professor Sumner calls the Act 
of 1789 a grab game in which each interest took what it could 
get, a log-rolling scheme in which each helped the other. From 
the standpoint of the extreme advocate of free trade, this view 
may be justified. But the men who made the Tariff of 1789 were 
not ashamed of their action. They gave their reasons freely. 
They believed themselves justified in using the taxing power for 
any purpose which would contribute to the welfare and inde- 
pendence of the nation. They had confidence in and love for 
America, and wished to build up American industries, even at 
some present sacrifice. 

Washington had swung entirely over to Hamilton’s views, and 
in messages to Congress urged the encouragement of domestic 
industries. His letters, too, show what progress had been made 
and the attitude which was generally taken. In writing to 
Lafayette a few months before the Act of 1789 was passed, he 
said: ‘Though I would not force the introduction of manufact- 


ures by extravagant encouragements, and to the prejudice of 
agriculture, yet I conceive much might be done in that way by 
women, children and others, without taking one really necessary 
hand from the tilling of the earth. Certain it is, great savings 
are already made in many articles of apparel, furniture and con- 
sumption. Equally certain it is, that no diminution in agricul- 
ture has taken place at the time when greater and more substan- 


* Sketches of Debates, p. 77. 
* History of Protection, p. 23. 
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tial improvements in manufactures are making, than were ever 
before known in America. In Pennsylvania they have attended 
particularly to the fabrication of cotton cloths, hats and all kinds 
of leather. In Massachusetts, they are establishing factories of 
duck, cordage, glass and several other useful and extensive 
branches. The number of shoes made in one town and nails in 
another is incredible. In that state and Connecticut, there are 
also factories of superfine and other broadcloths. I have been 
writing to our friend, General Knox, this day, to procure me 
homespun broadcloth of the Hartford fabric, to make a suit of 
clothes for myself. I hope it will not be a great while before it 
will be unfashionable for a gentleman to appear in any other 
dress. Indeed, we have been too long subject to British preju- 
dices.’”? 


He wrote to Jefferson in a similar strain, and said: ‘A desire 
of encouraging whatever is useful and beneficial seems now gen- 
erally to prevail.”? In two letters he suggested to Governor 
Randolph a plan by which Virginia should increase the raising 
of sheep and foster the woolen industry. His interest had been 
aroused and the plan suggested by his tour through the New 


England States anda sight of what had been accomplished there. 
He wished his own state to follow the example of Connecticut.3 
Protection seems to have proved beneficial to the new nation, 
for it soon came to command universal support. In 1790 Wash- 
ington wrote: ‘‘The number of new manufactures introduced in 
one year is astonishing.”* And in his message to Congress the 
same year he said: ‘‘The advancement of agriculture, commerce 
and manufactures, by all proper means, will not, I trust, need 
recommendation. But I cannot forbear intimating to you the 
expediency of giving effectual encouragement, as well to the 
introduction of new and useful inventions from abroad, as to 
the exertion of skill and genius in producing them at home.’ 
The whole tone of the controversy had changed, or better, 
the controversy had yielded to a general agreement to encour- 
*Ford’s Washington, 11, p. 353- 2 Jbid. p. 358. 3 Jbid. p. 446. 
4 Ibid. p. 461. 5 Jbid. p. 457. 
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age manufactures in this country. The ten years from 1780 to 
1790 furnish a most instructive study of the growth and change 
of feeling on the question of commercial regulations and restric- 
tions. The decade may be divided into three periods. During 
the first the old colonial ideas of agriculture as the great indus- 
try, and a commercial dependence on Europe, held sway. The 
gain which political independence had brought was to be real- 
ized by freedom to select the best market in Europe instead of 
being confined to one. There was almost no thought that 
America could become a manufacturing nation, as indepen- 
dent industrially as she had become politically. Trade on 
favorable terms would be possible, because the products of our 
soil were in demand abroad, and to get them the nations of 
Europe would consent to just and equal terms. The narrow and 
unjust restrictions, which had been maintained in every country 
in Europe for centuries, would be abandoned as soon as the 
example of the United States proved the benefits of absolute free 
trade. Such were the views held by Americans till 1784, and 
all the duties imposed were merely light revenue taxes which 
the war debts made necessary. 

Bitter experience dispelled this dream and showed that 
neither justice, nor consideration for the rights of others, gov- 
erned nations in their commercial intercourse. Then measures 
were taken to compel other nations to act in accordance with 
the principles of justice. Restrictions were met by counter 
restrictions in the hope that a system of free trade would be 
secured. 

During the second period, then, a spirit of retaliation pre- 
vailed, a feeling that other nations must be treated as they 
treated America until they would adopt more amicable arrange- 
ments. It was thought that the importance of our products, 
especially to England, would soon bring her to terms, and free- 
dom of trade could be secured. Domestic industries were fos- 
tered only as a secondary matter, a means of rendering us more 
strong in the commercial struggle. This period lasted till 1786 
or 1787. But, as the chance of success in retaliatory measures 
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became less, as the nations continued firm in the maintenance of 
their restrictive measures, and as the growth of American indus- 
tries rendered us daily more independent, men began to see a 
possibility of broader and stronger development of America than 
had before seemed attainable. The industries might by some 
further aid be rendered permanent, and, with the establishment of 
each new industry, dependence on the Old World was lessened. 
A new patriotism was awakened, and America began to take meas- 
ures to foster her industrial growth. This stage had been reached 
when the United States constitution was adopted. Indeed to 
secure these objects was a chief end sought in adopting the con- 
stitution. Then is it strange that almost the first act of the new 
congress should have been a measure for the protection and 
encouragement of American industries—an act to render political 
independence secure by making industrial independence pos- 
sible? 

If the conditions existing in 1789 had not been changed by 
unforeseen events, the industrial development of the United 
States would have continued as it had begun. Manufactures 
would have grown up twenty years earlier than they did, and 
from the very beginning of our history the development would 
have been along the lines which have been followed since 1816, 
or rather 1808. What effect this would have had upon our 
position among the nations of the world it is impossible to say. 
The great expansion of commerce from 1793 to 1807, brought 
much wealth to this country which enabled the industrial develop- 
ment to be more rapid when it did come than it could have 
been in 1790. It also gave our people broader views, rendered 
them national rather than provincial in their feelings, and taught 
them that there were other peoples besides those in America. 

All this time, however, England was building factories and 
gaining the leadership in the manufacturing and commercial 
world which she has ever since maintained. Whether the United 
States would have been a stronger rival of England if the indus- 
trial development which was well begun in 1790 had not been 
interrupted, is a purely speculative question. What the history 
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of the time does indicate is, that industrial conditions are more 
effective in securing laws than laws are in changing industrial 
conditions. The state of American commerce and manufac- 
tures from 1784 to 1790, certainly called for restrictive and pro- 
tective legislation and secured it. But with a change of condi- 
tions the protective features of the tariff were not strengthened. 
So long as the development was purely commercial all changes 
made in the tariff were for revenue purposes, and it was not till 
the close of the war of 1812, when the industrial conditions fol- 
lowing the Revolution were repeated on an exaggerated scale, 
that protective legislation was again sought. 
WILu1AM HILt. 

UNIVERSITY OF CHICAGO. 














WALKER’S SHARES IN DISTRIBUTION. 


THE reasoning upon which the prevailing theories of distribu- 
tion rest involves a freedom in the manipulation of the principles of 
logic that would startle a Whately or a Port Royalist. In divid- 
ing a genus into its species the fundamental requirement that “ the 
division must be founded upon one principle or basis’, is allowed 
varying weight, according to convenience. When an indefinitely 
small quantity appears in the way it is promptly discarded, and 
the subsequent argument proceeds as though this small quantity 
were not only “ practically”, but actually non-existent. 

1. The theory of distribution, as set forth by President Fran- 
cis A. Walker,’ recognizes four shares into which product is 
divided, viz., rent, interest, profits, and wages. The nature of 
these shares is described as follows : 

“Rent is the term applied to the remuneration received by 
the landowning class for the use of the native and indestructible 
powers of the soil, or, as it might be expressed, for the use of 
natural agents.” (p. 193.) 

Interest is “the share of the capitalist in the product of 
industry,” ‘the compensation paid for the use of capital.” 
(p. 218.) 

Profits comprise “ the entrepreneur’s share of the product of 
industry.” (p. 234.) 

The fourth share, wages, ‘is the remuneration of labor.” 
(p. 245.) 

The basis of differentiation here appears to be remuneration 
for the services of factors that enter into production. Each fac- 
tor performs a distinct and valuable service, and because of this 
a share is assigned to the owner or controller of that factor. It 
might seem that the classification is made upon the basis of 
ownership or control of the factors, but a moment’s reflection 


1 Political Economy, Advanced Course. 
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will show that the classification of owners into land owners, 
capitalists, employers, and laborers, itself assumes the pre -exist- 
ing differentiation of shares. Then, too, while the appearance of 
the shares as distinct portions may wait upon the appearance of 
the classes as distinct from each other, it will scarcely be held 
that any share ceases to exist because the ownership of two or 
more is concentrated in one person. If profits and wages exist 
at all as distinct shares, they continue their existence, even though 
laborer and entrepreneur, in a given case, be one and the same 
person. The factors requisite for production together form the 
basis for determining what the shares of distribution are, granted 
the existence of land, capital, enterprise and labor as distinct and 
necessary factors, rendering valuable service to production, and 
the shares of distribution are rent, interest, profits and wages. 

In President Walker's description of the shares this principle 
of differentiation is consistently followed so far as wages and 
interest are concerned. Wages are the remuneration of the 
laborer for his services, and interest is the remuneration of capi- 
talists for the use of their capital. The inference is plain, that in 
each of these cases there is a valuable service performed, because 
of which there is a share in the product. The same is true of 
rent and of profits, so long as we confine ourselves to the descrip- 
tion of profits as the remuneration of employers for their services, 
and to the description of rent as the remuneration received by 
the land - owning class for the use of land. 

But when the laws of rent and of profits are to be determined, 
new definitions become necessary. ‘‘ Rent arises out of differ- 
ences existing in the productiveness of different soils under cul- 
tivation at the same time for supplying the same market.” 
(p. 197.) The existence of profits is “‘ due to exceptional abili- 
ties or to exceptional opportunities.” ‘ The qualifications for 
the conduct of business are not equal throughout all of a suffi- 
ciently numerous class.’ The lowest class of employers receive 
only bare subsistence. They constitute the “no-profits class 
of employers” (p. 234). Rent and profits are no longer due 
to the fact that land and employers perform valuable services 
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in production, but to the fact that different portions of land and 
different employers perform different amounts of valuable services, 
respectively. 

Here, then, is the introduction of a new principle of differen- 
tiation. Product is divided into four shares, two of which are 
based upon the performance of valuable services in production, 
while the other two are based upon differences in the amounts of 
valuable services performed by different portions of the respective 
factors. 

2. How are the amounts that go as rent, interest, profits and 
wages determined ? 

It is important to note that the following laws of distribution 
assume the existence of free and active competition to the extent 
that “each for himself fully understands” his “own pecuniary 
interests and will unflinchingly seek and unfailingly find” his 
‘best market’’. 

‘‘The amount of rent is determined by” the “differences 
existing in the productiveness of different soils under cultiva- 
tion at the same time for supplying the same market.” (p. 197.) 
‘The whole theory of rent rests on the assumption that there is 
a body of no-rent lands. These serve as the base from which 
to measure upwards the successive degrees of productiveness of 
the lands bearing rent.” (pp. 222, 223.) 

The rate of interest is determined by ‘the demand for, and 
the supply of loanable capital.” (p. 220.) There is no “no- 
interest” capital (except through misadventure); “in theory, all 
capital bears an interest, and all portions of capital bear equal 
interest.” (p. 223.) 

Profits are “governed by the same law as rent” (p. 236), 
hence the law of profits may be stated in terms of the law of 
rent: profits are determined by the differences existing in 
the productiveness of . different abilities or opportunities of 
employers engaged at the same time in supplying the same 
market. 


‘Wages equal the product of industry minus the three parts 
already determined in their nature and amount” (p. 248). 





: 
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That is to say, rent, interest, and profits are determined by cer- 
tain fixed laws, and the laborer receives what is left. Without 
further explanation, it would appear that the laborer is at the 
mercy of those who receive the first three shares. Not so, how- 
ever. The other shares are fixed according to such laws that 
they can in no way interfere with the laborer’s share. ‘The 
laboring class receive all they help to produce subject to deduc- 
deduction on the three several accounts mentioned.” ‘Unless 
by their own neglect of their own interests, or through inequit- 
able laws, or social customs having the force of law, no other 
party can enter to make any claim on the product of industry, 
nor can any one of the three parties already indicated carry away 
anything in excess of its normal share, as herein before defined” 
(p. 251). 

Not yet, however, have we arrived at a law of wages that is 
much more than a truism. The laborer gets all that he helps to 
produce except what goes to rent, interest, and profits, and 
these shares are determined according to laws that prevent their 
interference with the laborer’s share. But the laborer helps to 
produce the entire product. What is this share which is inde- 
pendent of the others? We look for further light upon the law 
of wages and are not disappointed. If only competition be full 
and free, the amount of wages is the increased value given to 
the product by labor. ‘So far as, by their energy in work, 
their economy in the use of materials, or their care in dealing 
with the finished product, the value of that product is increased, 
that increase goes to them by purely natural laws, provided 
only competition be full and free.” (p.251.) The law of wages, 
then, may be thus stated: wages equal the contribution of labor 
to the production of wealth. 

A comparison of these laws shows that the amounts of the 
several shares are determined according to three different stan- 
dards. Two of the shares, rent and profits, are determined by 
the difference in the productiveness between such of the corre- 
sponding factors, land and enterprise, as do and such as do not 
yield rent and profits. Another share, interest, depends upon 
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the supply of and the demand for the corresponding factor, cap- 
ital. The fourth share, wages, is equal to the amount that the 
corresponding factor, labor, contributes to the value of the pro- 
duct. The logical result of this variety of standards may be 
seen by starting with the law of wages and following out the 
consequences of its acceptance in the determination of the other 
shares. For the present, the assumption that full and free com- 
petition is the normal order of the economic world may be 
accepted. 

Wages equal the amount by which the value of the product 
is increased by labor, 2. ¢., the contribution of labor to the pro- 
duction of wealth. But how is the amount contributed by 
labor to be measured? In the absence of any criterion by 
which to estimate directly the increase in value that is due to 
labor, the argument proceeds by the method of residues. If all 
the other shares are determined by such laws that they cannot 
infringe upon the value contributed by labor, then the laborer’s 
share must equal that amount. Turning to interest, we find that 
it is determined by the supply of and the demand for loanable 
capital. Surely this is not the same as saying that interest is 
paid wholly out of the contribution of capital to production, nor 
is it equivalent to saying that all the contribution of capital goes 
to interest. And yet, without this interpretation of the law of 
interest, what is there to prevent a portion of the value added 
to product by capital-force from going to wages, or a portion 
of the value contributed by labor from going to interest? The 
criterion for wages is usefulness, that for interest is market 
value. The two are by no means identical or equivalent. 

But assuming the above law of wages to be correct, let us 
proceed to consider the other shares. Profits are determined by 
the same law as rent. They are estimated upwards from the 
base set by the ‘“no-profits” class. The ‘no-profits” class 
receive only bare subsistence, which is “obtained through so 
much of hard work, of anxiety, and often of humiliation,” that 
we regard it ‘as that minimum which, in economics (?), we 
can treat as wi/”’. But what relation do profits sustain to the 
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contribution made by employers to the production of wealth? 
In answer to this we find the statement that profits ‘consist 
wholly of wealth created by the iudividual employers them- 
selves’. The complete statement by President Walker is: “In 
other words these profits consist wholly of wealth created by 
the individual employers themselves, over and above the wealth 
which would have been produced, in similar industrial enter- 
prises, by the same labor-force and capital-force under the con- 
trol of employers of less efficiency.”” Then the entire amount 
of profits equals the amount of wealth produced by employers 
over and above that created by those of least efficiency. 
But the least efficient employers constitute the “no - profits 
class’’. 
“consist wholly of wealth created by individual employers 
themselves”. (Cf. p. 250.) But do employers get a// that 
they create? It is stated that their share consists wholly of 
what they create, but we are left in doubt as to whether 
their share consists of all that they create. Two facts are, how- 


Their profits being zz, it follows that gross profits 


ever, assured : (1) the employers do not share in the contribu- 


tions of land, capital, or labor to wealth; and (2) if that 
which the employers create goes to swell any share other than 
profits, that share is not wages, it must be either interest “or 
rent or both. 


The rate of interest, in President Walker’s system, is determined 
by the supply of and demand for loanable capital. Nothing is 
said concerning the relation between the amount of interest and 
the amount of service rendered by capital. Since interest is the 
return to capitalists for the use of capital, it may be inferred that 
interest exists because capital performs some service in produc- 
tion. Further than this, however, the theory affords no 
definite grounds for affirming a relation between interest and the 
contribution of capital. The conclusions, then, from the study 
of the theory of interest are these: (1) since the entire contri- 
bution of labor forms wages (vide supra), interest must be derived 
from the contributions of one or more of the other factors, enter- 
prise, capital, or land ; (2) that which capital-force creates can- 
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not go to wages or to profits (vide supra), hence it must go 
either to interest or to rent or to both. 

The last of the four shares remaining to be considered is 
rent. Rent is the remuneration to the land-owners for the use 
of the land. The Ricardian theory of rent does not find it 
necessary to say anything of the relation between the amount 
of rent and the fofa/ contribution by land to production. Rent 
is the contribution by land above the ‘“‘no-rent”’ stage." 

If the conclusions thus far drawn respecting wages, profits, 
aud interest be correct, we may be sure that no part of the con- 
tribution by land goes to wages or profits. Then either the 
contribution by land in the ‘“‘no-rent”’ stage must go to interest 
or this land makes no contribution to production. It ought to 
require no argument to show that the latter alternative cannot be 
accepted. Nor will it suffice either logically or practically, to 
say that the contribution by this land is “practically nothing”. 
Its contribution is not only important, but it is absolutely essen- 
tial. The first alternative, z. ¢., that the contribution of “no-rent”’ 
land goes to interest, will be left for those who accept the “no- 
rent” theory to prove and to harmonize with the rest of their 
theory. 

But it must be emphasized that the necessity of determining 
what the income is from “no-rent” land cannot be evaded. 
Until that is determined, it is impossible to tell whether wages 
is the residual or the primordial share. Furthermore, until this 
income from ‘“no-rent” land is classified, it cannot be proved 
that the pay of the laborer comes from his contribution to pro- 
duction. For, if rent equals the amount that land will produce 
minus the amount produced on “no-rent” land, there is some 
product due to the contribution of land that is not rent wherever 
land assists production. And that this amount is by no means 
insignificant is evident from the important part that land in the 
“no-rent”’ stage takes in production. 


In justice to President Walker it should be stated that “no-rent” land is land 
“no portion” of which “would bring so large a rent that it might not, for purposes of 
economic reasoning, be treated as mi/” (p. 195). But what is to be said of the con- 
tribution by “no-rent” land ? 
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What is the income received by the cultivator of this so-called 
‘‘no-rent”’ land? Take the case in which the cultivator of the 
soil is not only laborer, but also entrepreneur and owner of both 
land and capital. If no portion of his income is rent, it must 
be assigned either to one of the three shares, profits, interest or 
wages, or to some combination of these shares— perhaps to all 
three. The probability that income from ‘‘no-rent”’ land will be 
assigned either to profits or to interest alone is so slight that this 
disposition of the income may be passed by. This income will 
doubtless be called either wages, or some combination of wages, 
interest, and profits. 

Why should it be called wages? Its assignment to this 
share is due to the fact that if competition be “full and free,” — 
barring pride of ownership,— no one will assume the responsibility 
of cultivating land until he can make more by so doing than by 
remaining a mere laborer. But this assumes the existence of a 
rate of wages that serves as a minimum standard of income 
below which land will not be cultivated. Rent is no longer 
determined before and independently of the other shares. The 
law of rent must be re-stated; rent arises out of differences 
between the productiveness of the soil and the rate of wages. 


But suppose the law of rent is so changed, what has been 


proved? Only, that wages determine the standard of income 
from ‘‘no-rent”’ land, not that such income is wages. If this 
income is wages, a new definition of wages is necessary. Wages 
can no longer be the remuneration of labor for its services only, 
for here will be a case in which wages are the remuneration of 
labor (?) for the services of labor, capital, enterprise and land. 

It remains to inquire whether the income from “no-rent” 
land constitutes wages, interest, and profits, or any combination 
thereof. There is not much to be said upon this point, for what- 
ever argument can be adduced to prove that this income includes 
wages, interest, and profits, will apply with equal force to sustain 
a theory that includes rent also. There is no more reason for 
calling the income of the cultivator of the land wages because 
the farmer labors, or interest, because he owns the capital, or 
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profits, because he is the entrepreneur, than for calling it rent 
because he is the land-owner. Nor can a satisfactory reason be 
assigned for designating this income by any combination of these 
that shall exclude rent. All that can or need be affirmed of 
so-called “no-rent”’ land is that it is land cultivated under such 
conditions that unless the cultivator can include in his income 
the value contributed by land, he cannot continue the business 
without loss. 

The Ricardian law of rent is a truism. As stated above, the 
theory appears to define rent as the remuneration of the land- 
owner for the use of land, but this definition is discarded for a 
new one in which rent is described as due to the difference in the 
productivity of different portions of land. Given land whose 
productivity is sufficient only to call it into use, and the increased 
production resulting from the cultivation of other land, except 
in so far as this increase is due to something else, as superior 
labor, capital, or enterprise, it is due to the superior productivity 
of the soil, and by definition this is rent. The law of rent 
follows. Rent is equal to the difference in productiveness of 
different soils. Why? Because, by hypothesis, it cannot be 
anything else. 

The theory of distribution, as thus set forth, involves the 
determination of the amount of some or all of the several 
shares according to the contribution of the corresponding factor 
or factors to the total product. This contribution cannot be 
determined. Let us suppose that there are two horses, A and 
B, one of which, A, can draw x pounds, the other, B, y pounds, 
and that together they can draw z+y+<2 pounds. If zequals $ y, 
z. e., if A alone can draw one-fourth more than B alone, how 
much of z does each draw? Or, to vary the question, if a horse 
that can draw x pounds loses a leg, after which he can only 
hobble around to secure a scanty living and cannot draw any- 
thing, how much of the z pounds did the lost leg draw? It is 
impossible to answer either of these questions. The assumption 
that increase of power is in proportion to original capacity, or 
that original capacity was in proportion to decrease of power, 
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is pure guess-work. When a combination of certain factors is 
absolutely necessary to a given end, it is impossible to deter- 
mine the amount contributed by each factor to that end. 

3. As has been stated, the theory of distribution under dis- 
cussion is based upon full and free competition. Moreover, this 
competition is considered to be the only normal manifestation of 
industrial activity. ‘Rightly viewed, perfect competition would 
be seen to be the order of the economic universe, as truly as gravity 
is the order of the physical universe.” (p. 263.) But what is 
this competition? As defined by President Walker, it is ‘the 
operation of individual self-interest among buyers and sellers”. 
It implies ‘that each man acts for himself, solely, by himself, 
solely, in order to get the most he can from others, and to 
give the least he must, himself.” The significance of this may 
be better grasped by noting that which retards the working of 
competition. Competition is opposed in principle alike to com- 
bination, to custom, and to the influence of the sentiments of 
charity, gratitude, or patriotism in exchange. (Briefer Course, 
p. 228.) Omitting a consideration of sentiments of charity, grati- 
tude, or patriotism, because they involve ethical conceptions, 
we may well ask, “‘Do not combination and custom often con- 
duce to individual self-interest?” The description of compe- 
tition given by Professor Walker leads to the inference that all 
normal “operation of individual self-interest” involves the action 
of each man “by himself, solely”. Combination is opposed to 
competition, but combination is an “operation of individual self- 
interest’. Moreover, it is difficult to see what definition of 
‘‘normal”’ can be framed that shall exclude combination, unless 
the definition at once begs the question by describing normal 
economic activity as the resultant of self-interest in other ways 
than through combination. 

The very existence of division of iabor implies combination. 
If one hundred individual shoemakers, each working ‘‘ by him- 
self, solely,” unite, so that by dividing the several operations of 
shoemaking they may increase their individual wealth, this is 
combination just as truly as where one hundred employers of 
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labor engaged in the shoemaking industry combine to keep 
up prices. In the one case they seek to promote self-interest 
by combining to decrease the cost of production; in the other 
case, they seek the same end by keeping up price. It does not 
alter the fact of combination to say that the former is legiti- 
mate and the latter illegitimate. The former is an instance of 
combination — nay, more, the former involves the latter. Power 
to control production is power to control price so far as price 
depends upon supply. Every concentration of capital that 
makes possible increased division of labor is attended by the 
fact of combination. 

Nor is this all. There is more involved in the expression 
“rightly viewed” than appears at first. Not all competition is 
normal, ¢. g., the so-called ‘cut-throat’? competition which 
occasionally appears is certainly not the normal order of the 
economic world. ‘ Rightly viewed” evidently means that nor- 
mal competition is the normal order, 2. e., competition that is 
restrained by some other normai force is normal. It is the old 
familiar and vicious circle. 

What is the science of economics? Is its purpose the con- 
struction of a theory or the interpretation of industrial society 
as it actually exists? At present a large part of the theory is 
based upon hypotheses that involve the assumption of all that 
it is desired to prove. When, perchance, some one more 
innocent than the rest seeks to apply the laboriously deduced 
principles to actual life and finds no correspondence, his atten- 
tion is directed to the hypotheses and he there learns that the 
phenomena of actual life are in the main “ exceptions to the 


rule’. 
FREDERICK CHARLES HICcks. 


UNIVERSITY OF MISSOURI. 

















NOTES. 


THE CAMBRIDGE UNIVERSITY PREss has just issued a reprint of 
the Dialogues published by W. S. in 1581. As is well known, William 
Shakespeare, Lord Bacon, Sir Thomas Smith, William Smith (nephew 
of the preceding who tried to obtain succession to his uncle’s estates 
in Ireland), William Stafford (at the instigation of Farmer and 
Anthony 4 Wood), a John Yates, and others have all been credited with 
the dialogues. The late Elizabeth Lamond, of Girton College, Cam- 
bridge, in an article in the English Historical Review for April, 1891, 
proved to the satisfaction of most scholars (among them Professor Cossa, 
Introduzione, 34 ed., 198; Professor Cunningham, Znglish /ndustry, 
vol. ii. p. 68; Professor Ashley, Economic History, vol. i. 260) that 
the dialogue was written by John Hales, who was on the Commis- 
sion appointed to inquire into “Enclosures,” in June, 1548, and who 
died in 1572. All the editions known to us, those of 1751 (reprint 
by Charles Marsh), 1808 (Harleian Miscellany, vol. ix.), 1813 (Pam- 
phleteer, vol. v.), and of 1876 (New Shakespeare Society, Series vi., 
No. 3), were reprints from that of 1581, which was issued by W. S. 
with an “Epistle Dedicatory” purporting that he was the author. 
Miss Lamond, who was already known to the world as the joint editor, 
with Dr. Cunningham, of Walter of Henley’s Husbandry, a work 
which laid the world of historial scholarship under many obligations 
to her, for her Transcripts and Translations and Glossary, had resolved 
to present the dialogue to students of economic history and theory in 
its earliest known form. She had prepared the transcript of the Lam- 
barde MS., and the transcript of the Bodleian MS., and paved the 
way for the introduction to the present reprint by the article referred 
to, and had written some pages of the notes. On August 11, 1891, 
she was at work reading the proofs with the Lambarde MS. A few 
days later she died at her home in Edinburgh. For the completion 
of her work the world is indebted to Professor Cunningham of Cam- 
bridge. A description of the present reprint is given in the reviews. 


PRoFEssOR A. T. HaDLey, of Yale University, is engaged upon the 
preparation of a text-book of Political Economy. 
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Dr. Lupwic BAMBERGER’s Die Stichworte der Silberleute has been 
translated into French by Professor Raphaél-Georges Lévy, of the 
Ecole des Sciences Politiques at Paris, and it will be published at an 
early date. 


Tue American Economic Association at its annual meeting brought 
together a large number of members. The discussion, precipitated by 
General F. A. Walker, as to the relation between the quantity of money 
and prices, reflects the interest drawn to this subject by the events of 
the summer. Professor J. B. Clark was elected President of the 
Association to succeed Professor C. F. Dunbar. 


Tue American Bankers’ Association at Chicago naturally gave atten- 
tion to the condition of our money system. Mr. Horace White 
touched upon the pivotal point when discussing the inelasticity of our 
existing forms of money. In addition, the desirability of a monetary 
commission to act as a permanent advising body, in case of needed legis- 
lation, was strongly presented and supported by all. 

THE meeting at Chicago of the /nstitut /nternational de Statistique, in 
September, drew to it the largest number of economists and statisticians 
gathered this year, although the arrangements were made independently 
of the plans for the Exposition Congresses. The papers read were ex- 
ceptionally good, and the Aud/etin in which they are printed will be 
awaited with interest. It is interesting to note that the Institute began 
a definite plan of action to secure systematic and uniform records of 
prices by the various countries represented. The Committee on Prices 
was, however, divided, with a European and an American rafporteur for 
each section of the Committee. The American Committee, consisting 
of J. Laurence Laughlin. rapforteur, Carroll D. Wright, Worthington 
C. Ford, Roland P. Falkner, and Arthur T. Hadley, will unite with the 
European Committee in deciding upon the system of collecting prices 
which it is deemed proper to urge upon the various governments ; 
and then this American Committee will hope to obtain legislation to 
carry out the system for the United States. 


In the meeting of the State Bureaus of Labor Statistics for the 
thirty-one States, it was disclosed that the annual convention could not 
be held this year because every officer of the convention had been 








gO JOURNAL OF POLITICAL ECONOMY. 


retired from office in his respective bureau through change of politics 
during the past year. Twelve of the twenty-two bureaus established 
prior to 1890 have been struck by a cyclone of political change within 
two years, most of them within one year; the president, Mr. Peck 
of New York, was in disgrace, as was also the president of the 
factory inspectors, a former chief of the Ohio bureau. As a result of 


these changes, only eight states were represented in an informal con- 
ference held at the University of Chicago in October. It cannot be 
expected that valuable statistical work will be done by the state 
bureaus until some change is made in the methods of appointment 
of the civil service. 

In the Congress on Moral and Social Reform, held in Chicago, a 
paper was presented on the State Employment Bureau in Ohio which 
has proved a great success, and upon the municipal pawnshop at 
Antwerp. Although the trend of American thinking has been very 
much against state activity in relief of the poor, Professor Amos G. 
Warner holds that where the sum necessarily spent for poor relief is 
very large, state regulation is probably needed, admitting, of course, 
that it must be attended with an improved civil service. 

The purely economic congresses, however, began with the Labor 
Congress, held at the Memorial Art Palace, August 28 to September 4. 
This congress, while largely attended by social reformers and labor 
leaders, was not after all as representative of the labor organizations 
of the country as had been expected. Over half the organizations were 
not directly represented at all. Mr. Samuel Gompers, President of 
the American Federation of Labor, P. J. McGuire of the Carpenters’ 
Union, Geo. E. McNeill, the veteran labor leader of Boston, and a 
few others prominent in the ranks of labor were active participants. 
The rules governing all the congresses, which prevented direct voting 
on resolutions, proved to be a disappointment to some of the labor 
representatives. Interest, therefore, centered wholly in the papers 
read. A marked influence over the convention was exercised by the 
Fabian socialists from London. Mr. Herbert Burrows, and Mr. Wil- 
liam Clarke emphasized the growing demand for state action, which 
was urged as especially desirable in establishing a legal eight-hour 
working day, in securing public ownership of means of transportation 
and communication and of electric light plants, and in providing 
employment on public works for those unable to get other kinds of work. 
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A prominent part was taken by women; especially prominent were 
Mrs. Helen Campbell, Miss Catharine Coman of Wellesley, Miss Lucy 
Salmon of Vassar, Miss Jane Addams of Hull House, Mrs. Florence 
Kelley of the Illinois Inspectors of Factories, Miss Clare De Graffenried 
of the Department of Labor at Washington, Mrs. Eva McDonald 
Valesh of St. Paul. A paper by Lady Dilke also was read. Mr. 
Henry George constantly urged, even when the progress of negroes as 
free laborers was under discussion, that the single tax was the thing 
needful. He did not obtain the sympathy of labor leaders present. 
Few economists holding chairs in our colleges were present. This was 
due to the inability of the authorities to impress thoughtful people 
with the importance of the proposed congresses. 

While this congress was in session, a smaller congress met in 
another part of the Art Palace,—the “Social and Economic Science 
Congress”. Papers by E. Benj. Andrews, J. B. Clark, E: Levasseur, 
J. W. Jenks and J. W. Burgess were read and discussed. One day 
was devoted to Profit-Sharing: Mr. N. O. Nelson of St. Louis, who 
has applied the principles of Profit-Sharing to his own business with suc- 
cess, held that with the right attitude of mind on the part of the 
employer, profit-sharing succeeds; but that it is not, as some advo- 
cates of it have held, a universal remedy. 

The convention of the inspectors of factories in the United States 
and Canada, held at the University of Chicago a week later, was 
decidedly interesting. About seventy-five attended, of whom nearly 
half were from Illinois, of all states probably the most active, with the 
possible exception of Switzerland, in successfully enforcing good fac- 
tory legislation. Delegations were present also from New York, New 
Jersey, Pennsylvania, Ohio and Canada, while two or three other 
American states that have factory boards were represented. ‘The pay 
of these inspectors in many states west of New England is not suffi- 
cient to enlist the men best suited for the work. A few reformers 
more or less connected with the Hull House Settlement in Chicago, 
and with the labor organizations of Chicago, secured the passage of the 
Illinois law, prohibiting all children under the age of fourteen from 
laboring in factories and workshops, requiring certificates of age for 
children under sixteen, and even prohibiting in such factories and work- 
shops all work of minors and women for more than eight hours a day. 
Eastern inspectors had held it to be impossible to enforce so radical 
a change, until public sentiment should be slowly educated up to it. 
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WAGES AND PRICES IN ENGLAND, 1261-1701. 


ANY comparison of wages and prices in medieval England must 
be based upon the data collected by Thorold Rogers. We have no 
other authority that can claim anything approaching statistical 
accuracy. Rogers’s work in this field is unique. The six quarto 
volumes of the Agriculture and Prices employed his best energies 
for twenty-seven years. Five years were spent upon the first two 
volumes, which appeared in 1865, sixteen years upon the third and 
fourth, published in 1881, and six upon the fifth and sixth, which were 
given to the public in 1887, shortly before the author’s death. The facts 
presented were gathered with unsparing pains and patience from docu- 
ments preserved in the British Museum, in the Public Record Office, 
and in the muniment rooms of the Oxford and Cambridge colleges. 
The most fertile sources of information were the rolls of farm bailiffs 
and the accounts of receipt and expenditure rendered by college 
bursars and wardens. ‘The material so collected is presented in tables 
filling three bulky volumes and furnishes a rich store of information 
to the student of industrial history. In volume i., covering the years 
1259 to 1400, corn prices are given for five hundred and thirteen 
distinct localities. Every shire in England is represented save the 
thinly settled counties, Cornwall, Lancashire and Westmoreland. To 
secure the data contained in volume iv., dealing with the fifteenth and 
sixteenth centuries, which afford but scanty records, eighty thousand 
documents were consulted. Such an array of evidence goes far toward 
justifying Rogers’s own confidence in his results. “I hope it is not too 
much to say that the evidence supplied in the following pages is so 
large that if an equal mass could be subsequently discovered, no 
considerable effect would be induced upon the averages which have 
been derived from the facts before the reader.” 

The inferences Rogers draws from his facts have been justly 
challenged. He was an antiquarian, notatheorist. His mind was not 
of the philosophic type. He is not infrequently prejudiced, dogmatic, 
inconsistent. His doctrine is a curious medley of the tenets of the 
Manchester School in which he was bred, and the conclusions im- 
pressed upon him by the study of industrial conditions. But his 
statistics are beyond challenge and these we may accept quite apart 
from his theories. In the preface to volume iv., Rogers anticipates the 
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discriminating judgment pronounced upon his work by Prof. W. J. 
Ashley and other critics. ‘ My labor has been entirely unassisted and 
costly beyond my expectations. But I have achieved the most important 
part of my object, and am able to put before the public information 
which others may be able to make better use of than I have made my- 
self; for I reiterate that all genuine facts are far more valuable than 
the inferences of any individual who uses them.” 

Rogers proposed to himself the task of collating statistics of wages 
and prices from 1259 to 1793. ‘This would have brought the record 
down to the point at which Tooke and Newmarch take it up, but his 
work was cut short by death. We still lack any such continuous 
record for the eighteenth century. King, DeFoe, Young, and Eden 
furnish contemporary evidence of great value, but their statistics are 
fragmentary. 

The following figures are derived from Rogers’s copious tables. 
The prices averaged are those given for six agricultural products, 
wheat, oats, barley, beans, peas, malt; the wage average represents the 
earnings of skilled artisans, viz.: carpenters (high and medium), 
masons, and tilers. A wider range would be desirable, but continu- 
ous data were not to be had. 
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| s 4. d. Ss. d. Ss. d. 
126I—1270 | 4 3.5 —_— 1481—1490 4 2.23 6.06 
1271—1280 | 4 1.71 | — | I49I—I500 3 4-71 6.94 
128I—1290 | 3 8.18 3.65 | I50I—I510 3 7-33 5.94 
I29I—1300 | 4 5.5 3.16 | 1§1I—1520 4 6.17 6.37 
130I—1310 | 4 .08 | 3.56 | 1§21—1530 | 5 1.51 6.19 
131I—1320 | 5 8.06 | 4.56 153I—1540 | 5 2.91 7.19 
132I—1330 | 5 6.46 | 4. 154I—1550 6 6.45 7.56 
1331—1340 | 3 5.23 | 3-87 I55I—1560 | 10 11.75 10.75 
1341-—1350 3 8.14 | 3.97 1561—1570 9 101 10.81 
135I—1360 | 4 8.23 | 4-97 1571—-1582 | II 6.04 11.56 
1361—1370 | 5 3.43 | 5.03 1583—1592 | 15 5.21 I -10 
137I—1380 3.11.86 | 5.78 1593—1602 | 21 2.66 I 07 
138I—1390 4 e279 | 5-44 1603—I612 | 20 6.1 I .64 
1391+—1400 3 10.33 | 5.87 1613—1622 | 22 7.21 I -79 
1401—I410 3 9.63 | 6.25 1623—1632 | 24 9.75 I 1.49 
14iI—1420 3 9.21 5.87 1633—1642 | 24 3.83 I 3-33 
142I—1430 3 9.46 | 6.06 1643—1652 | 28 10.96 I 6.73 
1431—1440 | 4 3.79 6.46 1653—1662 | 25 75 I 7.30 
1441—1450 3 2.46 | 6.56 1663--1672 | 22 4-29 I 8.12 
1451—1460 3 471 | 6.31 1673—1682 | 24 7.87 I 10.32 
1461—1470 3 5.23 | 6.25 1683—1692 | 24 6.75 I 8.84 
1471—1480 3 383 | 6. | 1693—1702 | 27 3.10 2 1.08 
| 
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The accompanying chart will facilitate comparisons. The full line 
indicates the variation of prices, the broken line that of wages. In 
order to render the variations more apparent and bring the two lines 
into immediate comparison, pence are represented as shillings in the 
wages line. The chart makes evident the effect of the Famine and the 
Black Death in the fourteenth century, as well as the relative rise of 
wages which made the fifteenth century the golden age of the English 
laborer. The marked rise in prices during the sixteenth and seven- 
teenth centuries was due to depreciation of the coinage and to the 
influx of silver from the New World. The concurrent rise in wages 
does not keep pace with the increased cost of food. The ratio between 
the average price and the average wage in the first decade of the six- 
teenth century is 7.2:1, while in the first decade of the seventeenth, it 
is 19.4:1. There is a relative rise in wages in the latter half of the 
seventeenth century. In the last decade, we have a ratio of 12.5:1. We 
are nearing another prosperous epoch for the working classes, but the 
showing is not yet so favorable as that of the fifteenth century where 
the ratio averages 7.1:1. Throughout the five and a half centuries 
represented on the chart, the movement of wages is comparatively 
sluggish. We recognize the effects of wage tariffs, of custom, far more 
binding in the middle ages than to-day, and of those legal restraints on 
change of habitation which continued into modern times the medizval 


immobility of labor. 
KATHARINE COMAN. 


WELLESLEY COLLEGE. 
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BOOK REVIEWS. 


Annuarto Statistico Italiano, 1892. MINISTERO DI AGRICOLTURA, 
INDUSTRIA E COMMERCIO. DIREZIONE GENERALE DELLA STATIS- 
Tica. Rome: G. Bertero, 1893. Large 8vo. pp. xi. + 963. 

A VALUABLE accession to statistical literature will be found in this 
Yearbook, published by the Italian Ministry of Agriculture, Industry 
and Commerce. It contains ample information concerning climate, 
surface, population, hygiene, education, press, charity, justice, prisons, 
elections, agriculture, industry, wages and strikes, prices, mortgage 
indebtedness, and many other interesting subjects. 

The economic development of Italy, as portrayed by the Yearbook, 
is marked by a steady decline of agriculture and a rapid growth of 
industry. The population has increased since 1872 from 26,967,000 
to 30,536,000 in 1892. At the same time the cultivated area and the 
total production have generally decreased, and show a slight increase 
only in viticulture and horticulture. The indebtedness of landed 
property has also largely increased. The mortgage indebtedness is 
given under two headings, debts for productive purposes and unpro- 
ductive indebtedness. The latter has been progressing at the following 


rate: 
Millions of Lire. 


1871 . - - - - - 4,583 
1881 - - - : - - 4,949 
1892 - - - - - . 6,260 


One of the results of the decline of agriculture is the increase of 
emigration. This includes two movements differing in kind, first, 
temporary migration in search of work, and second, permanent expa- 
triation. Under the former head come navvies, masons, etc., filling the 
labor markets of the great European cities at certain seasons and gen- 
erally returning home at the end of their busy season. The latter 
head includes emigrants proper.’ The composition of the total emi- 
gration for 1892 (both classes included and counting only persons of 
14 years and upward), was as follows: 


Per cent. 
Peasants. - - - - 46.03 
Navvies, Common Scheune, etc. - ° 23.28 
Building Trades eat, Sanya, etc. ) - 15.48 
Artisans - + 6.57 
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The agricultural population furnished the greater proportion of 
emigrants. 

The growth of industry in Italy is best indicated by the increase in 
the number of steam engines at work. ‘The figures are as follows: 

Number of Engines. Horse Power. 
1876 ° . . 4,459 54,231 
1890 - - - 9,946 156,680 

Mining has shown the greatest progress among all the branches of 
Italian industry, the aggregate product of mining having nearly doubled 
in value and more than doubled in quantity from 1871 to 1891. 

It appears from these figures that Italy, since her unification, is 
steadily advancing toward the type of a modern industrial country. As 
to her intellectual development, however, she still remains one of the 
most backward countries on the European continent, though much 
has already been done for the education of the people. The propor- 
tion of illiteracy among persons entering into marriage is indicated by 
the following percentages : 


Males. Females. 
1871 , . . 57-73 76.73 
1894 - - - : 41.12 59.16 


The data dealing with wages and prices are very comprehensive, 
and, when worked over in a systematic way, may considerably further 


the study of the vexed questions of value. 
Isaac A. Hourwicu. 


Inland Waterways, Their Relation to Transportation. By Emory R. 
Jounson, Po.D. Supplement to the Annals of the American 
Academy of Political and Social Science, 1893. 8vo. pp. 164. 

THE growing importance of transportation facilities and low rates 
as a factor of industrial growth makes welcome an intelligent discus- 
sion of any phase of the problem. Dr. Johnson has already mani- 
fested his interest in the improvement of waterways by a defence of 
river and harbor improvements as carried on under the unsystematic 
and wasteful method which has long prevailed in the United States. 

He thinks the benefits to be derived are great enough to more than 

compensate for the waste which the present system involves; besides, 

he is hopeful enough to find indications of decided improvement. 
In the p2st.. peuoes, De. Jo1159n gives an account of the river 
and harbor improvements, ship canals and inland canals which the 

“Renaissance of Inland Navigation” has caused to be projected or 
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pushed forward to completion. He compares the systems of Germany, 
France, England and the United States, discusses the relative merits 
of private and state construction and management, and decides in 
favor of state control for all works of general importance. 

Some of the reasons urged in favor of state undertakings do not 
seem sound. The statement that their cost is less under state control is 
certainly open to criticism. The credit of a company without capital is 
compared with that of the United States. Because the latter can float 
bonds on better terms, Dr. Johnson argues that it can construct the 
Nicaragua canal for half what the cost to a private company would be. 
This is the common mistake of confounding insurance against risk 
with the reai rate of interest. By shifting the risk from the bond 
purchaser to the United States Government, the cost of the canal is: 
not lessened. If it were perfectly certain that the canal could be 
constructed for $100,000,000, and would secure enough traffic to pay 
four or five per cent. on that amount of capital, would there be any 
difficulty in finding takers for the bonds at the market rate of interest? 
Because the investors fear that they may be called upon to send a 
second hundred million after the first before the enterprise begins to 
earn any returns, with the possible contingency that it may never be a 
success, the bonds do not float. To show the fallacy of the author’s 
position it is only necessary to suppose that the bonds issued by the 
government were to bear no interest till the canal earnings could pay 
it and that the principal was to be lost if the enterprise proved a failure. 
Could the United States float such bonds on better terms than a well- 
managed private company? If not, then how is the cost to the United 
States any less than to the company? If the element of risk could be 
eliminated, not merely transferred, by the use of Government credit, 
then indeed the cost might be lessened. If there is no risk, and 
capital is kept out because investors think there is, then a use of 
Government credit may be the most advantageous way of removing 
the groundless fear. Where capital is as easily collected and as 
venturesome as it is in the United States, there is little ground for 
saying that the risk is overestimated, that capital can only be attracted 
by an expectation of undue profits, or that the Government can carry 
the risks any cheaper than private capital now does. 

In stating that “water competition is not ruinous, but helpful to the 
railroads,” Dr. Johnson brands the policy of purchasing canals or 


forcing them out of existence as an ignorant blunder. Stronger 
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evidence than has here been adduced will be necessary to show that 
the shrewdest set of men whom our industrial system has produced, 
have, for nearly half a century, pursued a policy detrimental to the 
interests under their control. The alleged harmony of interest between 
the railway and the canal depends upon the assumption that there is, or 
will be more freight than the roads can carry profitably,—that by 
jeaving the cheaper raw materials to the canals, the roads can so 
increase their facilities for fast freight and passenger traffic that the 
net return will be greater than under existing conditions. It is also 
assumed that all kinds of industries would increase with cheaper 
freights on raw materials and thus the traffic in manufactured com- 
modities would be greater. From an increase in the manufactures of 
the country the railroads would of course reap a benefit, but the keen 
competition which exists, and always has existed, for traffic of all kinds 
‘does not indicate that the limit to the carrying capacity of the rail- 
‘roads has yet been approached. The canal may bring benefits in 
many ways, but the need for transportation facilities must become 
much greater than it is before an increase in the net earnings of rail- 
ways-can be classed among these benefits. 
WILLIAM HILL. 


The Ratlroad Question. By WILLIAM LARRABEE. Chicago: The 
Schulte Publishing Company, 1893. 1I2mo. pp. 488. 


Tuis book shows that the forces in favor of strict governmental con- 
trol of the means of transportation have gained a vigorous recruit. 
From an advocate of government, as well as private aid and encour- 
agement to railroads, the author has become an advocate of stringent 
state regulation. He has learned to distrust all railroad managers, to 
believe that they would rather do wrong than right; that neither the 
public nor the stockholders can safely intrust their interests to railway 
managers, who are more often interested in stock speculations than in 
the real development of the property under their control. Coupled 
with this entire distrust of all railway officials is a belief in the wisdom, 
justice and ability of the people, which makes it natural to desire a 
transfer of power from the one to the other. Not only are the railway 
managers to be distrusted, but the press also must be watched, for it is 
largely under corporation rule and influence; often, indeed, it is 
‘directly bribed. The same is true of the legislatures and often of the 








BOOK REVIEWS. 99 


judiciary, therefore it is especially necessary for the people to be alert 
and constantly jealous of all corporate power. 

It is discouraging to find the ex-Governor taking so dark a view of 
the situation. If press, judiciary and law makers are all under the con- 
trol of a set of men as unprincipled as he represents railway managers 
to be, and the only salvation is to be found in the wisdon and justice 
of the masses and their ability to crystallize their views into practical 
regulations, then the satisfactory adjustment of relations between ship- 
pers, managers and investors is a long way off. The fact that the 
author is not inexperienced in the railway and business world and ought 
to know the real conditions better than the ordinary populist writers, 
gives added weight to his utterances, and makes it the more unfortu- 
nate that he couid not take a broader view. 

The work shows considerable study and care in the collection of 
materials, but for some reason the author presents the evidence only 
on one side. Time spent in collecting references to roadways in the 
times of Priam and Darius and the Romans, or attempting to prove 
from ancient history that means of transportation have a natural ten- 
dency to become monopolies, might have been employed more profit- 
ably in seeking the real factors which determine the actions of railway 
managers. Instead of this the author assumes that “they would gladly 
suffer, or have their companies suffer, a loss of revenue, if this would 
lead to a repeal of the laws and restore to them a power to manipulate 
rates for their own purposes.” At the same time he asserts “that no 
one can name a road which was ever confiscated by legislation, or even 
injured”’ (p. 293). 

In spite of his serious bias, the writer has produced a work of some 
value. He points out clearly the abuses in railway management and 
collects citations from numerous well-known writers in support of his 
position. He also canvasses the merits of the various remedies proposed 
and gives his support to a system of state commissions, with authority 
to fix rates and exercise full control over local lines. For interstate 
commerce he would have a director general appointed, with powers 
over railways similar to those exercised by the comptroller of the cur- 
rency over the National banks. With such supervision, with complete 
publicity, and the building of all roads from the proceeds of stock so- 
that the managers will also be the owners, the writer thinks railways 
may be expected to perform their legitimate functions and cease to be 
the gambling instruments of speculators. 


W. H. 
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Industrial Arbitration and Conciliation. By JOSEPHINE SHAW 
LowELt. New York and London: G. P. Putnam’s Sons, 


1893. 12mo. pp. 116. 


Tuis little book does not at all pretend to completeness in the 
treatment of the subject which gives it its title. It is almost lacking 
in theoretic discussion, and for historical matter it describes only 
a few cases — in certain English industrial establishments, in two Bel- 
gian collieries (owned by one company), and in the building trades of 
New York, Chicago, Pittsburg, and Boston. Some of the matter is 
old and familiar (chapters from George Howell and Crompton), and 
some of it, though not so well known, has appeared before in period- 
icals. The book assumes, in fact, only the modest character of a com- 
pilation, and undertakes no more than the modest but useful service 
of suggestion. It calls attention to the remarkable success of certain 
American experiments and affords some slight materials for com- 
parative observation of the degree to which social conditions in each 
country favor the employment of the methods under discussion. 

The leaders in the movement in Belgium appear to encounter the 
greatest obstacles in the apathy or suspicion of the great body of both 
employers and workmen. ‘There is an appearance of good under- 
standing between the American workmen and employers, more com- 
plete than that between the corresponding classes in Belgium or in 
England. Thus by the constitution of the Joint Board of Concilia- 
tion and Arbitration in the manufactured iron trade of the north of 
England (described as typical), an agreement of submission is signed 
by the employer and the operative delegate of the works interested, 
before any question is acted upon (p. 31). In the United States, on 
the contrary, under the plan followed in the building trades of the 
cities mentioned above, the parties agree, once for all, “to abide by 
the findings of the committee on a// matters of mutual concern referred 
to it by either party” (p. 102). One useful feature of the English 
system, on the other hand, would probably prove impossible here. An 
accountant is allowed, by the associated firms, to examine their books 
every two months and report the average of prices on goods sold, for 
guidance in discussing the rate of wages. The patience of the English 
toward their so-called income tax, contrasted with the attitude of 
Americans toward similar methods of taxation, shows that the privacy 
of business accounts is guarded with much greater excess of jealousy 
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here. In none of the English or Belgian cases which the book 
describes, have the workmen taken the initiative for conciliation. On 
the contrary, there is much hopeful significance in the action of a 
body of New York hod-carriers and diggers— Italians, Germans, Irish, 
and negroes — who are described as proposing to their employers, on 
their own motion, that all questions of mutual interest be settled by a 
joint committee. 

The book is open to criticism on the score of its omissions. More 
statistics should be given to show the degree of success attained by 
the boards and committees described; the descriptions should have 
been less compressed, and it would have been well if similar under- 
takings in other countries had been noticed. Yet as a means of 
awakening popular interest in the subject a small volume may have 
advantages over a more adequate discussion. 

AMBROSE P. WINSTON. 


The Repudiation of State Debts: A Study in the Financial History 
of Mississippi, Florida, Alabama, North Carolina, South Caro- 
lina, Georgia, Louisiana, Arkansas, Tennessee, Minnesota, Mich- 
igan, and Virginia. By Wituiam A. Scort, Pu.D. New 
York: T. Y. Crowell & Co., 1893. 12mo. pp. 329. 


THE obligation of the state to undertake certain enterprises of 
greater or less public concern, where the resources of private capital 
have proved insufficient, or where the inducements have not been such 
as to enlist private enterprise, or where the performance through pri- 
vate agents is supposed to be attended by dangers to the public wel- 
fare, has become a matter of popular interest and discussion ; and in this 
connection an account of the experience of some of our states, which 
have brought financial wreck upon themselves in their devotion to 
the public weal, is wholesome and instructive. The circumstances 
which have led to repudiation in certain states of the Union have been 
peculiar and, as Mr. Scott remarks, are likely never to occur again. It 
is none the less true, however, that the experience of these states does 
bear witness to the necessity for proceeding in such matters with caution. 
The account of repudiation given by Mr. Scott makes it plain that in 
almost every case distress came upon the repudiating states as a result 
of extravagant and incautious legislation in aid of banking schemes 
and schemes of so-called internal improvements. 
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The first thirty pages of Mr. Scott’s volume upon the Repudi- 
ation of State Debts treat,to quote from the author’s preface, of “ those 
features of our constitutional law, state and national, which bear upon 
the subject of the repudiation of state debts.” Here are considered 
the rights and powers of the states to break contracts, and of the fed- 
eral court to enforce contracts against a state. Citations are made 
from the decisions of the courts in certain well-known cases, and refer- 
ences given to other decisions bearing upon the subject. This discus- 
sion of the constitutional and statute provisions, and of the interpre- 
tation given by the courts, loses some point when the conclusion is 
reached, which has become almost a commonplace of our constitutional 
law, that the courts have no means of enforcing their decisions, and 
that the question thus ceases to be one of legality or constitutionality 
and becomes one of sovereignty. This first chapter then leads to the 
conclusion that in general the states are free to repudiate if they 
see fit. 

In the five chapters following, Mr. Scott indicates the use which 
the states have made of this freedom. A short narrative account is 
given of the course of repudiation in each of the twelve states consid- 
ered. The facts presented form the basis of the generalizations which 
are to follow in the two concluding chapters. These accounts constitute 
the “studies’’ in financial history. Chapters vii. and viii. treat these facts 
as a “ problem for solution,” and discuss respectively the causes of repu- 
diation and the remedies therefor. Among the general causes of repu- 
diation are noted the peculiarly severe conditions of the two periods of 
repudiation—the early forties, and the seventies; the one period that of 
great financial depression, the other of political reconstruction. The 
civil war decreased the taxable property of the southern states; at the 
same time it indirectly increased the state debts, and produced a polit- 
ical demoralization which made repudiation easier than it otherwise 
would have been. To this must be added the alleged and the real irregu- 
larities practiced in the issue of the bonds repudiated. A discussion of 
this last consideration leads to a discussion of the equity of holding 
a bondholder responsible for a knowledge of the law and of the 
provisions of the constitution in cases of fraud perpetrated by state 
officers. 

As a remedy for repudiation Mr. Scott suggests that the federal 
court might be given power to protect holders of repudiated bonds, 
and he believes that the increased security which would result from such 




















BOOK REVIEWS. 103 


a provision would more than compensate for the loss of state sover- 
eignty involved. The same ends would be attained, however, were 
each state to enact laws enabling its creditors to recover through the 
state court. 

Perhaps the most interesting portion of Mr. Scott’s volume is that 
in which he considers the probability that some states may find in the 
near future legitimate occasion for the exercise of their credit, and 
may then find constitutional limitations and prohibitions a real hind- 
rance to the accomplishment of desirable ends. For example, it is 
suggested that the exercise of state credit may soon become necessary 
for the cultivation of tracts of forests in certain portions of this country; 
such cultivation cannot or will not be generally undertaken by private 
capital. The need of irrigation in certain of the western states suggests 
other employment for the states’ resources. Again, there are certain 
monopolies which, in the near future, the state may desire to control. 
Another occasion is found in the general need of state endowed educa- 
tional institutions. 

Regarding the difficult matter of maintaining unimpaired the credit 
of astate, Mr. Scott finds his remedy in the referendum: “If every 
bill authorizing a loan for a special object be submitted to the people 
for confirmation or rejection, they cannot be imposed upon or bur- 
dened against their will.” 

The references given throughout the volume to state papers, court 
decisions, and magazine articles, together with the list of sources of. 
information and the tables gathered in the appendices, constitute Mr. 
Scott’s work a convenient little bibliography of the subject treated. 

JoHun CuMMINGsS.. 


An Introduction to English Economic History and Theory. By W. J.. 
AsHLey, M.A. Vol. i. part ii. The End of the Middle 
Ages. New York: G. P. Putnam’s Sons, 1893. Crown: 
8vo. pp. 501. 


PROFESSOR ASHLEY’s present volume is one of the most substantial, 
and brilliant contributions that have yet been made to the economic 
history of England. It describes in masterly fashion the important 
economic and social changes from the middle of the fourteenth to the 
middle of the sixteenth century—one of the most important periods in. 
English history. In scope the present work is somewhat limited, as was: 
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also the first volume of Professor Ashley’s Economic History. No 
attempt is made at a complete description of the economic development 
of England on all its sides, for the period covered ; the treatment is not 
comprehensive. The author has singled out some of the most important 
phases of medizval economic life and treated them fairly exhaustively, 
the combined result of the whole being that the reader carries away a 
very vivid impression of the economic organization of the medizval com- 
munity. Lack of time has unfortunately prevented Professor Ashley 
from preparing a chapter on foreigntrade. This gap is a serious one, 
for the dissolution of the medizval social order can be fully understood 
only through the agency of foreign trade. Schanz has traced its 
external history, but no one has yet followed out its influence on the 
internal constitution of medizval society. It is therefore to be hoped 
that Professor Ashley will soon be able to round out his otherwise 
striking presentation of the English economy of the Middle Ages, by 
supplying the chapter on foreign trade. 

The topics selected by Professor Ashley are: The Supremacy of the 
Towns; The Crafts; The Woolen Industry; The Agrarian Revolu- 
tion; The Relief of the Poor; The Canonist Doctrine. Each chapter 
is prefaced by a carefully prepared bibliographical note on the leading 
authorities, and followed by discussions of minor points and detailed 
references to the sources. This makes it possible for the student not 
only to test the accuracy of the author’s statements but to push investiga- 
tion in certain directions still further. Another admirable general 
feature of Professor Ashley’s method is his frequent excursions into the 
wider field of European economic history. He never digresses with- 
out a purpose, but always by way of suggestive comparison of English 
with European conditions. He finds that English conditions were 
after all not very unlike those of the rest of Western Europe, so that 
it is possible to derive working hypotheses for attacking the problems 
of English economic history, from the explanations that have been 
found adequate for similar continental conditions. 

In a book containing so much new and interesting matter it is diff- 
cult to single out particular parts. But most readers will probably find 
the greatest interest in the concluding chapter on the Canonist doc- 
trine of usury. This chapter gives the most suggestive and fascinating 
treatment this theme has yet received in English. Professor Ashley’s 
attempted justification of the attitude of the medizval church in pro- 
hibiting usury is extremely ingenious. It rests on the historical rela- 
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tivity of the idea of capital. Capital is “not an eternal fact or element 
in production”, but “depends on given historical conditions”. These 
conditions for the investment of capital were largely wanting in the 
Middle Ages and form the Canonist doctrine of the “unproductivity 
of capital” and the prohibition of usury. Hardly less interesting are 
his descriptions of the medizval town economy and the crafts, and the 
excellent chapter on poor relief. The former chapters contain the 
best account of the economic organization of the medizval community 
to be found in English. It may be questioned, however, whether 
Professor Ashley’s attempt to show that the supposed decay of the town 
system at the end of the medizval period did not touch the material 
prosperity of the towns, will succeed. The best evidence seems to point 
in an opposite direction at present. Professor Ashley has, however, 
more successfully disposed of that version of economic history which 
regards the confiscation of the guild lands as among the great causes 
of English pauperism. A much more discriminating examination of 
the Acts of 1545 and 1547 shows that this legislation never took nor 
intended to take from the crafts “anything more than the revenues 
actually used for religious purposes. The revenues of the craft com- 
panies devoted to social or charitable purposes were safe.” Poverty 
came in England not because of the “abolition” of the guilds, but in 
spite of their continued existence. It was due to general economic 
causes, which were not even restricted in their operation to England, 
but produced similar results all through Western Europe. Indeed, 
Professor Ashley finds no such breach in the continuity of economic 
development at the Reformation as is commonly supposed to exist. 
Craft development went on after 1547, and its subsequent disappearance 


was due to slowly acting political and social forces. 
A. C. MILLER. 


The A B Cof Foreign Exchanges: A Practical Guide. By GEORGE 
CrarE. London: MacmILian & Co., 1893. 12mo. pp. 160. 


Mr. Care has collected into a convenient little volume the sub- 
stance of a course of lectures which he delivered last year before an asso- 
ciation of bankers. The author has gained his knowledge of the subject 
at first hand ; and as the sub-title indicates, the book is intended rather 
as a practical guide for business men than as a treatise on abstract 
theory. Still, it contains some information of interest to the student of 
economics, which is not to be found in the writings of the economists. 
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After explaining the elementary theory of his subject, the author 
goes on to show how London has become the world’s clearing place, 
drawing few bills of exchange, but accepting many, with the result that 
the exchanges are in most cases controlled from the other side ; though 
the Indian exchange is cited as a notable exception to this rule. It is 
shown that there can be no fixed par of exchange between a gold- 
standard country and a silver-standard country, because of the absence 
of any fixed ratio between the values of the metals. The author explains 
the terminology and the technicalities of the exchanges, and devotes a 
chapter to showing some time-saving methods of making arithmetical 
exchange computations. 

The influences of trade and of stock exchange and banking opera- 
tions on the rise and fall of the exchanges are examined in their rela- 
tions to long bills, short bills, and checks; and particular attention is 
paid to the item of continental demand for London paper for investment 
purposes. The principal gold and silver exchanges of the world are 
then considered separately ; and in the case of New York a striking 
contrast is drawn between the scarcity of London paper in the spring, 
and its abundance in the autumn, due to the fall shipments of grain 
and cotton. On the matter of specie shipments the following concise 
statement is made: “All nations of the Teutonic stock pay in gold on 
demand, and so also do France, Belgium and Switzerland ; but Asia 
employs silver, and the rest of the world lies under the bane of incon- 
vertible paper money.” The author concludes his work with a discus- 
sion of the paper exchanges, in which he states clearly some of the 
uses and abuses of paper money. He pertinently remarks that the 
curse of inconvertible paper is over-issue, and illustrates the principle 
by reference to recent fluctuations in the Brazilian, Italian, Spanish 
and Russian exchanges. These fluctuations, as well as the course of 
the New York exchange for 1891, and a number of other points, are 
represented by means of diagrams. 

Max WEstT. 


A History of the Theories of Production and Distribution in English 
Political Economy, from 1776 to 1848. By Epwin CANNAN, 
M.A. London: Percival & Co., 1893. pp. vii.+410. 


As will be seen from the title, this book marks a new departure in 
the treatment of the history of Political Economy by English writers. 
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It is a serious study of one or two parts of the internal history of 
Political Economy, of the origin and growth of some few doctrines of 
Political Economy, rather than of the history of the whole subject. 
Mr. Cannan’s task, in fact, is very specific: “Simply to show what the 
various theories concerning production and distribution’ between “the 
dates of the publication of the Wealth of Nations and Mill’s Principles 
of Political Economy” were, “and to explain how and why they grew 
up, and then either flourished or decayed.” I shall try to indicate the 
way in which Mr. Cannan executes this very clearly conceived task, but 
may say at the outset that she feature of the execution which is bound 
to impress students of Political Economy, seems to me to be the great 
amount of positive work af investigation, comparison and interpreta- 
tion which the author has undertaken in the case of almost every name 
of even the slightest importance known to students of economic 
theory between Adam Smith and John Stuart Mill. His research into 
the theories of production and distribution between 1776 and 1848 is 
exhaustive, and the passages he quotes entire from various writers are 
of great value to the student. He thoroughly knows the genesis and 
order of an author’s thinking and writing, and offers again and again 
much important information about the way in which many leading 
books were written ; and in every way his hold on his subject is close 
and firm, although not always fair. 

There are eight chapters in the book, with numbered subordinate 
sections. Roughly speaking, chapters i. and ii. are on terminology and 
the divisions of Political Economy, and point out alleged looseness 
in the one case and the state of the facts in the other. Chapters iii., iv. 
and v. are on Production, and are, in the main, more positive in tone 
than the three succeeding chapters, which are, especially vii. and viii., 
the hardest in the book, and also the ones where leading economists 
are most severely criticised for want of logical rigor and completeness 
in their doctrines. Chapter ix. is a general review which an economist 
like Prof. Cunningham takes to be perhaps the most valuable in the 
book (Economic Journal, September, 1893). If Prof. Cunningham 
means that that chapter takes most overt recognition of the platitude 
called “ the relativity of economic doctrine”, he is probably right in his 
opinion. ‘The chapter is supercilious in tone, although containing one 
or two bits of condensed information, and, as a summary of general 
criticism: it is partial, fragmentary, and indecisive. The tone of the 
book throughout is: “It is not very easy to understand the admiration 
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which was once felt for the progress made during that period”; admi- 
ration bestowed on Smith and Ricardo has vexed Mr. Cannan. So also 
the thought that some people (surely none of the best economists !) 
have held up “a few chosen economists as exempt from human error”, 
and exhibited “all their opponents as persons of feeble intellect, who 
entirely failed to understand them”, and he has “no sympathy” with 
the “idealization” of the upholders of “abstract theory”. There are 
passages in the book which suggest that Mr. Cannan has forgotten alto- 
gether that some of the economists were, as matter of fact, reasoning 
by the abstract or hypothetical method—of course we all know that 
Ricardo did not draw up his postulates as axioms. A good share of 
Mr. Cannan’s criticism only goes to show that there is a want of scien- 
tific exactness of definition, of method, of proportion in treatment, in 
the “classicists”. One-third of the closing chapter, which ought in 
fairness to have dwelt on a few points of view that enable us to sys- 
tematize what the economists dd even at the risk of saying what 
others have said, is given over to this platitudinous charge. 

The best thing in the book is the abundance of ordered quotations 
from economists which must have meant two or three years mining, 
the careful study of the relations of economists to each other—also 
verified by patient description and quotation— and the admirable bib- 
liography at the end of the book representing an exhaustive course of 
reading. All future writers will have to reckon with Mr. Cannan’s 
work. Itis a great pity that a book professedly positive in purpose 
should have been occupied with showing that the classical economists 
did nothing. One feels that it is Mr. Cannan’s secret belief that the 
foundations of the theories of production and distribution were laid after 
Mill, and not before him, by the socialists and by Jevons and the Aus- 
trians ; he criticises his writers for not having the fuller and clearer and 
more expansive notions and definitions of capital, of profit, of produc- 
tion, of revenue, etc., practically saying they were wrong and did noth- 
ing, when they did at least half of the whole, or at least of the whole 
we yet have. 

It is really straining matters somewhat to say that the Wealth of 
Nations “was in the main a scientific, and not a practical treatise”; of 
course, the Physiocratic influence over Adam Smith made him seem 
theoretical, but his aims were probably practical and his book was taken 
to be a plea for a policy, at least in England, and in the first decades of 
the century in Germany, and later in France and America. Mr. Can- 
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nan, though, has made out his contention that the aims of Ricardo, 
Malthus, and the rest were practical, and.one of the most useful 
services his book renders is his tracing out the logic of post-Smithian 
theories in close connection with events. But why he should, after 
this admission and these results, torture the mind of the reader with 
page after page of attempt to trip up Ricardo and the rest for a want 
of perfect logical consistency and rigor, which never did and never 
could exist in their writings, is rather puzzling at this day. It is pos- 
sible, of course, that there are people who have still to get a false Ricardo 
and a false’ Malthus dethroned from their minds; nothing could 
be better for such people than to follow Mr. Cannan through his long 
and arduous excursions. Adam Smith is once arraigned, for example, 
for using “must be” where he might have written “generally is”. That 
is captious, and there is more of the same sort. J.S. Mill is accused 
of inconsistency in using “the expression ‘wages depend on popula- 
tion and capital’ ”’ without remembering to consider it as elliptical 
after having promised to do so, and Mr. Cannan’s terse way of putting 
it shows him to have been very proud of his discovery ; but the charge 
of inconsistency can only be maintained by going outside of the chap- 
ter referred to (book ii. chap. xi.), which is unfair. The same near- 
isghted seeking after perfect symmetry and fullness is exhibited 
in the fact that Mr. Cannan is occasionally blind to much that can 
easily be fairly inferred in men like Mill and Adam Smith even when 
they did not write iv exfenso on a minute point. He says, ¢. g., that 
“Mill seems to have nothing whatever to say as to causes which increase 
or decrease the ‘part of capital expended in the purchase of labor’.” 
Would any reader of Mill agree to this ? 

Book ii. is more objective in tone than are most of the rest, and 
helps very materially to a proper understanding of how the various tradi- 
tional parts of Political Economy got incorporated into it. Book iii. 
shows that Adam Smith conceived of labor very indefinitely on the 
whole. 

Book iv. contains much useful material on the wages-fund question, 
although I do not recall Mr. Cannan’s once having used the expression. 
The discussion throughout this book may be narrowed down to the 
contention that, rightly or wrongly—wrongly, Mr. Cannan thinks—the 
only capital that economists got into the habit of discussing was circu- 
lating capital, or capital as the “whole annual circulation of money 
and goods”. Further, “Adam Smith’s division of the stock of a com- 
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munity into that from which it derives an income and that from which 
it does not, is indefensible.” In this chapter the straining after exact 
logical definition is really painful. Has that ever come in the begin- 
ning of ascience? Every effort is made to show that, “ It can scarcely 
be denied that Adam Smith left the whole subject of ‘capital’ in the 
most unsatisfactory state.’”” Now, the very idea of the function of cap- 
ital was a distinct achievement. Has not Mr. Cannan’s treatment of 
Adam Smith suffered from the fact that beyond the merest occasional 
mention of the Physiocrats, there is no real reference to Adam Smith’s 
predecessors? Has Mr. Cannan really been historical endugh? The 
historian must build up as well as pull down. 

Chapter v., and all that later in the volume may be associated with 
it, is very valuable in letting us see from numberless passages and 
writers the gradual creation of the mythical Malthus. But Mr. Cannan 
has overlooked the simplicity of Malthus’s original propositions, and in 
his violent antipathy to the conception of a stationary state, again and 
again ignores the fact that only an “old country” was to be contem- 
plated as verging towards that state. 

As to Distribution and “ Pseudo-Distribution” (chaps. vii. and 
viii.), Mr. Cannan, to a great extent, succeeds in showing that for 
reasons traceable to Adam Smith, “distribution in English economic 
treatises” has been “identified with a discussion of the causes which affect 
wages, profit, and rent”. There are many good results here. Ricardo’s 
limited ideas on economic progress are unfolded, also how he was led 
“to think that wages varied with the price of provisions, save perhaps 
when the laborer is reduced to a bare allowance of necessaries”’. 

After having shown us, as it were, in the preceding books, the many 
technical defects of economic theories, Mr. Cannan practically takes 
the view in the last chapter that they were, after all, useful errors; the 
theory of production served to destroy the abuses of the old Poor Law 
by teaching that capital and not the state could employ labor; the 
theory of the rise of rent and fall of profits being due to decreasing 
productiveness of industry employed at the margin of cultivation, was 
an “admirable engine”’ for bringing the manufacturing class into favor ; 
and the theory of interest being due to a painful exertion, served the 
purpose of bringing the commercial class into favor. The last chapter, 
indeed, is casual, and supercilious, and tantalizing, reminding one of 
the worst sort of German criticism of Malthus. 

In his closing section Mr. Cannan runs very near the assumption 
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that the whole of modern socialism is true, because in what the econ- 
omists wrote there was little that can be used as explanatory of changes 
which have taken place in a vocialistic and collectivist direction. This 
charge has been answered, and it is very annoying to have a big volume 
close with some two pages of dark hints. The criterion of “exchange 
value”, and supply and demand generally, are not so nearly obsolete 
as Mr. Cannan takes them to be, nor so impotent to explain even 
“social” phenomena. The logical conclusion of the “letter” of the 
book is that there is no Political Economy ; the “spirit” fortunately, 
in the shape of the positive knowledge it gives us of the economists, is 
less subversive. 

A distinct merit of Mr. Cannan’s work still remains to be men- 
tioned. It is well known that Senior and James Mill had a great influ- 
ence on the development of Political Economy, and that many very 
valuable criticisms of Adam Smith came from men like Lauderdale. 
The teaching of these and other writers on relevant topics is clearly 
unfolded by Mr. Cannan, with a completeness utterly beyond ordinary 
historians of Political Economy, who content themselves with repeating 
stereotyped phrases about such so-called minor writers. Mr. Cannan 
makes, in many cases, practically, discoveries, such as that “ the form in 
which the ‘law of diminishing returns’ was subsequently [to Malthus] 
taught, and the phraseology in which it was expressed, are far more due 
to West than is imagined by many who only know him as the subject 
of a cruel reference in Ricardo’s preface.” He unearths people like 
Boiteau and Marcet, too, who are now practically forgotten. When 
treating of the causes which determine the rate of profit he finds that 
“the little known Dublin professor, Mountifort Longfield, had 
approached”, about 1834, to amore satisfactory theory than even J. S. 
Mill. “ Rejecting altogether the Ricardian doctrine that the histor- 
ical fall of profits is due to the declining productiveness of the last 
employed agricultural industry, he put forward a theory that the gen- 
eral rate of profit depends upon the labor-saving efficiency of the least 
efficient capital employed, and took as his type of capital machinery 
instead of wage-fund.” The extended application of the Ricardian 
ideas is suggestive. Statutes and Parliamentary Papers are also laid 
under contribution by Mr. Cannan. 

Mr. Cannan rarely shows his own hand. ‘Twice, or at most thrice, 
in his volume one thinks one sees it. In the next to the last page, 
for example, he hints that, according to a well-known rule, each 
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successive increment of wealth producing a less amount of material 
welfare, a given amount of wealth will produce more or less welfare 
according as it is better distributed. Here we are on ground 
belonging to psychological economics, with the underlying thought (I 
referred to it above) that Socialism or the State or some other ignotum 
guid might effect a better distribution than history has been able to do. 
Of course we may “label” his present work as we choose; we can 
never forget that it is a piece of work done. It is significant that he 
should have found the first part of Béhm-Bawerk’s Xapital und 
Kapitalzins more helpful to him than any other work. 
WILLIAM CALDWELL. 


The Land-Systems of British India. By B. H. Bapen-Powe tt. 
Oxford: The Clarendon Press, 1892. 8vo. 3 vols. pp. xix 
+ 699, 771, 632. 

Mr. BADEN-POWELL’s work is a manual of Indian land systems, for 
the use, primarily, of Indian revenue officers. But while admirably 
adapted, as near as may be judged at this distance, for this its imme- 
diate purpose, it also contains a great deal of material of first-rate 
importance to the student of tenures and other agrarian questions. 

Something more than one-half (386 pages) of the first volume is 
occupied with a general discussion of Indian land tenures and revenue 
systems, by way of gaining a historical and theoretical standpoint for 
the detailed discussion of the particular systems in effect in the various 
provinces of the Indian Empire. This general portion (book i.) is 
_ followed in the same volume by book ii., dealing in detail with Ben- 

gal. Book iii., occupying the whole of the second volume, discusses 
the system of village settlements, in its many local varieties. Volume 
iii. (book iv.) treats of the Raiyatwari and allied systems. 

The work is a monument to the intricacy and extent of the British- 
Indian land revenue system, as well as to the author’s industry and 
erudition. One may open the book at almost any of its more than 
two thousand pages and find that the special subject dealt with at any 
given point has received scant treatment, rather than the contrary. At 
least it will seem so to anyone reading with a view to inform himself 
on the details relating to any question in which he may be specially 
interested. The space required for the treatment of the subject, and 
the multiplicity of definitions and distinctions, and varieties of detail, 
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serve to enforce the greatness and the wide range of British India, 
geographically, historically, culturally and ethnologically. Within 
almost any geographical subdivision treated of, we have to do with 
tenures ranging in complexity and degree of development from the 
simplest to the most elaborate and intricate known. Where successive 
waves of conquest have superposed one system of tenures upon 
another, leaving in most cases a residuum of customary rights to repre- 
sent the displaced proprietary claims of the supplanted owner or occu- 
pier, and to be gradually modified and differentiated by the passage of 
time, the resulting structure is a sufficiently formidable one. Where, 
on the other hand, as in the case of the Tédas, in the Nilgiri District, 
conquest and invasion by alien peoples have not disturbed the ancient 
order, at least within historic times, the system, and the prevalent con- 
cepts with respect to land tenure, which the English found in vogue 
on acquiring the over-lordship of the country, were of such a simple 
and primitive character as to baffle the officials by affording no fea- 
tures comparable to the concepts familiar to European habits of 
thought. This latter proposition holds even now, after all that has 
been achieved by the researches of the past hundred years into land 
tenures and the development of the concept of property. Witness Mr. 
Baden-Powell’s discussion of the “Supposed Rights of the Tédas” 
(vol. iii. pp. 187-8). 

It is interesting to find a writer of such wide and intimate acquaint- 
ance with the subject from the practical side, holding a detailed, and, 
to a great extent, independent view of the origin (or origins) and life 
history of the Indian village, “‘ under its varied conditions”. He finds 
that “there can hardly be any doubt that the formation of village 
groups . . . . is not peculiar to Hindu races, either original or con- 
verted. It is found in India, among the great races which were cer- 
tainly antecedent to the Hindus, and which still survive (with their 
institutions) in widely distant parts of the country. The village — 
apart from questions of particular forms— is not so much the result 
of any system as it is of a natural instinct. We find it everywhere, 
especially in the plain country, where circumstances invited it.” (vol. 
i. p. 106.) “And then, there is not one type of village community, 
but two very distinct types, one of which, again, has marked and curi- 
ous forms and varieties. And without anticipating details, which must 
come later, I may say at once that these two types are distinct in 
origin.” (p. 106.) The group belonging to one of these two types 
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claim and acknowledge no joint ownership of the whole estate, or joint 
liability for burdens imposed by the state. “In the othertype.... 
a strong joint-body . . . . has pretensions to be of higher caste or 
superior title to the ‘tenants’ who live on the estate. As a matter of 
fact, the first type of village is the one most closely connected with 
Hindu government and Hindu ideas.” (p. 107.) Mr. Baden-Powell 
holds (p. 112) that “If we look to the earliest villages formed under 
the Aryans, or before that, we have no evidence (other than that of 
the [periodical] re-distribution, which I do not regard as conclusive) 
of a tribal stage; and even among the later Panjab tribes, where tribal 
occupation and allotment are clearly discernible, any previous stage of 
the joint holding by the tribe collectively, hardly seems deducible from 
the known facts.” ‘“‘ Family” property, however, he finds to prevail 
as regards most villages. 

“We must conclude that the first (and, as far as we know, the old- 
est) form of village is where the cultivators — practically owners of 
their several family holdings —live under a common headman, with 
‘certain common officers and artisans who serve them. . . .; and there 
is no landlord (class or individual) over the whole.” (p. 129.) This is 
the “ Raiyatwari” or “ Non-landlord Village,” and this type, the author 
inclines to think, is of Dravidian rather than Aryan origin. The 
second type of village is held to have arisen (a) out of this first type, 
by superposition of a landlord in one of several different ways enum- 
erated, or (4) “from the original conquest and occupation of land—as 
far as we know — previously occupied.”” Under (a), the active factor 
in producing a joint ownership, vested in a class “of higher caste and 
superior title”, has been the institution of family property and family 
inheritance. “‘When the original acquirer of such (landlord) rights 
dies, and a body of joint heirs succeeds, we soon find a number of co- 
sharers, all equally entitled, claiming the whole estate, and (whether 
remaining joint or partitioning the fields) forming what is called a 
‘joint village community ’.” 

The author leaves but scant and dubious room for the “ primitive 
Aryan village community’, in the sense of a patriarchal-communistic 
tribal group. 

A large portion, perhaps the greater portion of the part given up 
to the general discussion, deals with the history and description of 
legislation and administrative practice. The later portions are per- 
haps even to a greater extent occupied with matters of this somewhat 
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technical nature. While serving their immediate purpose of usefulness 
to the revenue official, they serve a no less useful purpose for the 
student of economic institutions (the author is as much a student as 
an official). It comes out clearly in the course of the narrative and 
exposition of what has been done and aimed at, that the officials who 
have had to do with the vast complex of the land system, have had 
repeatedly to learn from their own failures, and from the failure in one 
place of methods that had approved themselves by experience in 
another, how concrete and individual the situation in each particular 
locality is. Each little district, one might almost say each village, is 
in some sense a case by itself, with what might be called personal idio- 
syncracies of its own. And still, it appears at the same time that certain 
broad generalizations may be made, and may be made good use of. It is 
also evident that, while the officials, especially since the evil effect of the 
Cornwallis settlement became manifest, have striven to understand and 
to adapt themselves to the circumstances as they have found them, their 
own European habits of mind have to a large extent decided the point 
of view from which they have studied the situation. And this fact, 
that the administrative, as well as the legislative functionaries of the 
British-Indian system, have been men inheriting a common tradition 
and a common point of view, has left its visible effects in the trend 
toward unity and homogeneity in the development of the system. 
While Mr. Baden-Powell’s exposition brings out in strong colors the 
variety and contrast of local systems and usages, it also brings out the 
fact (slight though the actual achievements in that direction may be) 
that the British occupation and administration of India is at work to 
make “India” something more than “a geographical expression,” in 
spite of Mr. Baden-Powell’s declaration (vol. i. p. 5), that the term is 
at present nothing more. His own book —the possibility of such a 
work of generalization and orderly statement —is testimony to the 
fact that “India” is a term connoting more of homogeneity and solid- 
arity to-day than the same “geographical expression” would have 
covered in the days when scores of petty sovereign governments were 
each pulling its own way, and each developing particolored systems of 
its own. 

The three volumes are a credit to the printer as well as to the 
author, and are copiously supplied with excellent maps and contain 


two good indexes. 
T. B. VEBLEN. 
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A Discourse of The Common Weal of This Realm of England. First 
Printed in 1581, and commonly attributed toW.S. Edited 
from the MSS. by ELizapeTH Lamonp. Cambridge: The 
University Press, 1893. 8vo. pp. Ixxii+200. 


A BOOK like this is a delight to the scholar. Every page of the 
introductions, supplements, appendices, and notes is as thorough and 
exhaustive as could well be. And it has the charm, too, of establishing 
a distinct contention—that the dialogue must have been written long 
before 1581, and is thus not a description of England in the time of 
Shakspeare’s youth, or in the time of Elizabeth, as it has been sup- 
posed to be, but of England in the time of Edward VI. Miss Lamond 
found out that none of the editors of the treatise seemed to have been 
aware of any manuscript copies, while there were in fact two, the 
Bodleian and the Lambarde. The Bodleian (formerly in the posses- 
sion of the Earl of Jersey) was noticed in the Eighth Report of the Royal 
Commission on Historical Manuscripts (Appendix, part 1. p. 92), but 
it was not associated at all with the W. S. treatise, as its title was some- 
what different, and as it bore no name. The other manuscript, the 
Lambarde, is now in the possession of Mr. Lambarde, of Beechmont, 
Kent, who placed it at the disposal of Miss Lamond and Dr. Cunning- 
ham for some time. The Introduction to the present volume groups 
the sources for the text in the following way : 


Original Draft (X) 


Copy with three imper- Draft or Copy with added 
fect sentences (Y) side notes (Z) 


Lambarde, 1565 (L) Bodleian (B) 


W. S., 1581 (S) 


Miss Lamond found her clew to her total reconstruction of the 
ordinary views on the whole matter in the note written by William 
Lambarde in his copy of the Dialogue, which says that he himself had 
“long had” his copy, which he “ caused to be written out in the year 
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1565,” although the book was “ published in printe under the Title of 
a briefe conceipte of Inglische policie by one W. S. in the yeare 1581,” 
and that, as matter of fact, the book “was long synce penned by S". 
Thomas Smythe (as some say), or Mr. John Hales (as others thinke), 
either in the reigne of H. 8 or E. the 6.” “The question of 
author-ship”” thus became no longer a “mere discussion of the 
identity of W. S.,” but had to be “examined afresh with the 
help of the internal evidence furnished by the treatise in its earlier 
form.” 

The discussion of all the internal evidence given by the original 
manuscripts, which professed to be records of an actual conversation, 
led Miss Lamond to the conclusion that the treatise was most probably 
the work of Mr. John Hales, himself the original of the Knight in 
the dialogue, who was describing the condition of England, as he 
knew it in the autumn of 1549, after his work on the Enclosure Com- 
mission of 1548, and when the people had broken out “ partly for 
enclosures, and partly for religion, into an open and formidable insur- 
rection in most counties in England.” Further, the place of the 
dialogue seems to have been Coventry in Warwickshire, and the 
theoretically most important personage in the dialogues seems to have 
been drawn from Latimer, once Bishop of Worcester. Evidently, no 
positive conclusion can be drawn as to who W.S. was. The most 
likely person seems to have been William Smith, the nephew of Sir 
Thomas Smith, who was recalled from Ireland in 1581, where he had 
been endeavoring to establish his title to his uncle’s estates. All this 
is very important. It must strike readers of the W. S. tract that 
many things in it,such as the general discontent of the community, 
are more intelligible when viewed as applying to a state of matters 
earlier than the second half of the reign of Elizabeth, and the specific 
references to the change of religious opinion as a cause of economic 
evils, which sometimes seemed purely due to the personal equation on 
the part of the “Doctor”, become most intelligible when con- 
nected with the reign of Edward VI., which is so remarkable for 
the progress of the Reformation of the English Church. On the 
whole, the dialogue is lit up with significance when taken to refer 
to the state of some of the midland counties of England in 
1549, the year of publication of Zhe First Book of Common Prayer, 
an outcome of the Religious Commissions, and the year of the Ket 
rebellion. 
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Miss Lamond deserves high praise for the careful examination to 
which she has subjected several allusions of the dialogues. The 
location of the scene of the dialogue at Coventry, seems conclusively 
made out from the connection of John Hales with Coventry, and the 
agreement that exists between several matters in the dialogue, relating 
to the decay of the towns owing to guild restrictions and to “ mysteries,” 
and the descriptions of Dugdale (known as a writer on the draining 
of the Fens and Marshes) in his Amtiguities of Warwickshire. It 
satisfies the mind, too, to have a close connection between the well- 
known sermons of Latimer and the W. S. work, and the case for the 
identity of the Doctor and Latimer is well made out. 

All of the manuscripts have their interest, some having marginal 
notes and an index, and others not. Even the W. S. publication has 
an interest through some insertions, which are here seen to have an 
intimate connection with some suggestions of Bodin, in his well 
known Discours sur le rehaussement, etc. (1578), about the influence of 
American silver. Everything at all relevant is presented in the book. 
The text follows the Lambarde MS. on the whole, but the notes give 
all possible references to the Bodleian and the W. S. texts. There is 
an important Appendix to the Introduction, on “ John Hales and the 
Commission on Enclosures”; Hales’s paper the “ Causes of Dearth”, 
is reprinted from the original draft in the Record Office, and also a 
draft of one of three bills brought into Parliament by Hales on “ The 
Decay of Tillage”; and there is also a reprint of Zhe defence of 
John Hales agenst certeyn sclaunders and false reaportes made of hym. 
The authors have even given us the text of some letters connected 
with William Smith and the Ardes. The scholar will be pleased to see 
a reproduction of Lambarde’s note on his copy of the dialogue. The 
transcription of the two manuscripts, and the general collation of the 
texts must have meant no end of diligence and trouble. Of course, it 
was already recognized how important the body of opinions put into the 
mouth of the Doctor were for economic theory. No student who is 
fond of tracing the beginnings of modern economic policy and 
practice, indeed no student of English history, can afford to neglect 


this delightful and important book. 
W. CALDWELL. 
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ADDRESS TO THE ECONOMIC SCIENCE AND STATISTICS 
SECTION OF THE BRITISH ASSOCIATION. 


By PROFESSOR J. SHIELD NICHOLSON, President of the Section, Nottinzham, 1893. 


THE REACTION IN FAVOR OF THE CLASSICAL POLITICAL ECONOMY. 


It may naturally be expected in the address which, as president of 
this section, I have the honor to deliver, that some attempt should be 
made at originality, or at any rate at novelty. Accordingly, I hope 
that I shall fall in with the traditions of my office by defending a series 
of paradoxes and by running counter to a variety of popular opinions. 
I will only premise that however paradoxical I may appear, and how- 
ever much I may seem to strain at singularity, I shall speak always to 
the best of my ability with the utmost good faith, and I shall endeavor 
to give only the results of my most deliberate convictions. 

The central paradox which I propose to defend—the root of the 
whole series—is that the so-called orthodox, or classical, political econ- 
omy, so far from being dead, is in full vigor, and that there is every 
sign of a marked reaction in favor of its principles and methods. The 
singularity of my position may be indicated by a word and a phrase. 
The word is Saturn, the phrase, “we are all socialists now.” I shall try 
to show that the traditional English political economy has neither been 
banished to Saturn nor stifled by socialism, and that in fact it is 
stronger thanever. This renewed vigor is no doubt largely due to the 
attacks made upon it on all sides in increasing force for the last twenty 
years. The dogmatic slumber induced by popular approval has been 
rudely shattered, and although some of the more timid followers of the 
orthodox camp thought they had been killed when they were only 
frightened and awakened, the central positions are more secure than 
before. 

Consider, in the first place, the question of scientific method and 
the closely allied question of the relation of political economy to allied 
sciences. The method practically adopted by Adam Smith and 

119 











120 JOURNAL OF POLITICAL ECONOMY. 


Ricardo, and reduced to scientific form by Mill and Cairnes, and quite 
recently and still more effectively by Dr. Keynes, must still be regarded 
as fundamental. It has survived and been strengthened by two distinct 
attacks. In the first place, the extreme advocates of the historical 
method attempted to reduce political economy to a branch of history 
and statistics. They were concerned to pile up facts and add up figures, 
and they seemed to think that no guiding principles were necessary. 
But compilations of this kind are, properly speaking, not even history, 
still less are they political economy. History does not consist simply 
in collecting facts; the facts must be grouped, arranged and connected 
in an orderly manner. A room full of old newspapers is not history, 
though it may contain much material for history. There was really 
nothing new in this extreme form of the historical method. It was a 
reversion to a primitive type. The plan had been adopted by chron- 
iclers time out of mind; they embedded facts, signs, wonders and 
traditions, as the mud of ariver embeds what happens to fall in it. The 
facts are the fossils of the historian, and he has to make a very few go 
a long way. In economic literature we have an example of this method 
in the Annals of Commerce of Anderson and Macpherson. The sim- 
ple device is to collect all the facts and opinions about Commerce 
all the world over, and arrange them under the year in which they 
happened. The basis of classification is time pure and simple, and at 
the best we have an imperfect collection of materials which must be 
sifted and weighed to be of any service. 

Now compare this method of simple accumulation—this attempt to 
write a biography of Father Time as a man of business—with the his- 
torical method adopted by Adam Smith; at least two-thirds of the 
Wealth of Nations is history, and it is history of the first rank, and 
it is so because it is history that is introduced for the illustration, con- 
firmation, or qualification, as the case may be, of principles. It does 
not follow because the principles are fundamental that the facts are 
warped and distorted ; it simply means that the facts are made intelli- 
gible. Take, for example, his account of the economic aspects of the 
feudal system. He brushes away the technicalities and looks into the 
inner life as easily as William the Conquerer at the Council of Salis- 
bury. Or, to take a modern instance, he is like a naturalist who puts aside 
the parts of the creature he does not want in order that he may see 
what he does want more clearly. This is a very different matter from 
suppressing truth and warping facts to suit preconceived opinions. It 
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is needless to say that Adam Smith made some mistakes, ¢. g., in the 
treatment of the Mercantilists; it ought to be equally needless to say 
that he made some remarkable discoveries of the processes of economic 
development. Adam Smith also made large use of the comparative 
method ; he literally ranged from China to Peru in his survey of man- 
kind. What is the underlying assumption in this procedure? It is 
simply that in economic affairs, in matters of buying and selling in 
the widest sense of the terms, in satisfying wants by labor, in the 
accumulation of wealth, there are certain characteristics of human 
nature that may be regarded as fundamental. These are no doubt 
subject to modification by other influences, but modification is not 
total suppression or eradication. How long would it take the Ethio- 
pian to change his skin under a different climate? And is it not pro- 
verbial that human nature is more than skin-dee»? I think the Ethio- 
pian might become very pale in complexion long before he would learn 
to prefer low wages to high wages, and much labor to little labor. 
Economists may learn something from the poets. Why do the crea- 
tions of the greatest poets live and move? Why do we assent at once 
to their reality? Simply because they are like ourselves, and we feel 
with Goethe that we ourselves could commit the same crimes in debase- 
ment, and achieve the same glory in exaltation, of spirit. The gods 
and goddesses, the sylphs and fairies, are only shadows. Can any man 
read Shakespeare or Homer—to say nothing of undoubted historical 
records—and deny that a large part of human nature, especially that 
part with which economists have to deal, is subject to but little varia- 
tion? Knowledge grows and is handed on from age to age, and the 
power of man over nature steadily increases, but the feelings are 
renewed with every generation. The children of the nineteenth cen- 
tury may be precocious and priggish, but they are not nineteen cen- 
turiesold. Let me remind you, though I am anticipating my argument, 
that the latest and most advanced scientific economics—that which the 
Austrian economists have evolved out of the conception of utility—in 
reality lays more stress than Adam Smith did on the universality of the 
feelings of mankind. The only difference is that he knew that he was 
speaking plain prose, and they sometimes think they are only speaking 
subjective philosophy. In consequence, Adam Smith’s men and women 
are more real and less uniform than the offspring of the new analysis. 
But the point of importance is the recognition of certain characteristics 
of human nature as fundamental ; there is no other justification for the 
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use of the comparative and historical methods in the broad manner of 
Adam Smith. 

There are, however, still evidences in recent writers of the influence 
of that narrow view of history which tries to avoid principles, in order 
to make an impressionist record of facts. Impressionism may be good 
art, but it is bad science. Too much stress, for example, is laid on the 
mere enumeration of statutes and preambles, and too little attention is 
given to the far more difficult question, How far was the law operative, 
and how far was the preamble a just description ? But signs are not want- 
ing that the broader method of Adam Smith is gaining ground. The 
work of Mr. Seebohm on the English Village Community is a splendid 
example, worthy to be placed on a level with the best chapters of the 
Wealth of Nations; and Dr. Cunningham throughout his excellent 
history has informed facts with principles. 

But it is time to observe that the traditional method of English 
political economy was more recentry attacked, or rather warped, in 
another direction. The hypothetical or deductive side was pushed to 
an extreme by the adoption of mathematical devices. I have nothing 
to say against the use of mathematics, provided always that the essen- 
tial character of mathematics is borne in mind. Mathematics is a 
formal science that must get its materials from other sciences. It is 
essentially as formal as formal logic. The mathematician is an archi- 
tect who must be provided with stones and wood and labor by the con- 
tractor. It is one thing to draw a plan, another to erect a building. 
In economics there are certain relations which are most easily expressed 
in mathematical form. One of my greatest obligations to Professor 
Marshall is that when I began the study of political economy at Cam- 
bridge some twenty years ago, he advised me to read Cournot. And 
before going further I should like to say that I think one of the greatest 
signs of power in Professor Marshall’s Principles is that he has trans- 
ferred his mathematical researches and illustrations to appendices 
and foot notes, and in his preface also he has admirably stated the lim- 
its and functions of mathematics in economic reasoning. I also gladly 
avail myself of this opportunity of expressing my concurrence with the 
views of Professor Edgeworth in his excellent address on this topic as 
president of this Section in 1889. But less able mathematicians have 
had less restraint and less insight; they have mistaken form for sub- 
stance, and the expansion of a series of hypotheses for the linking 
together of a series of facts. This appears to me to be especially true 
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of the mathematical theory of utility. I venture to think that a large 
part of it will have to be abandoned. It savors too much of the domes- 
tic hearth and the desert island. I announced my intention at the 
beginning of running counter to some popular opinions. I ask for 
your patience and forbearance when I say that in my opinion the value 
of the work of Jevons as regards the main body of economic doctrine 
has been much exaggerated. I am ready to admit that much of his 
work in finance and currency and in many special problems is excellent. 
But he was, I think, too deficient in philosophical grasp and intellectual 
sympathy to give the proper place to a new conception ; witness his 
treatment of Mill and Ricardo. Again, Jevons was not a mathema- 
tician of the first rank ; he struggles with the differential calculus as a 
good man struggles with adversity. The older economists maintained 
that price was the measure, not of utility, but of value, and value could 
not be reduced simply to utility. Things, they said, might have a 
high value in use and but little value in exchange. Jevons, by making 
the distinction between final and total utility, thought that he had dis- 
covered a method by which utility might be measured by price. No 
doubt, if we make adequate hypotheses, qualifications, and explanations 
this may be done; and, in the same way, if we introduce enough cycles 
and epicycles we may explain or describe the motions of the stars. 
But price is essentially the expression of objective and not of subjective 
relations—that is the older view in modern phraseology ; the attempt 
to make a kind of pre-established harmony between the two leads to 
unreality. Price depends upon demand and supply, and the degree of 
utility is one element affecting demand. In my view the distinction 
between final and total utility is of qualitative importance; it is of 
service in explaining the real advantage of exchange; although the 
essential character of this advantage has been explained by Adam Smith 
and his successors. The precision of the new phraseology, especially 
when translated into curves, gives definiteness and sharpness to the 
conceptions. The subject is too intricate for more detailed consid- 
eration in this place. I will only add that in my view Professor Mar- 
shall’s criticism of Jevons may be carried much further, with a still fur- 
ther rehabilitation of Ricardo, 

There is another direction in which I think the mathematical econ- 
omists have wandered far from reality. I allude to the stress laid upon 
what are called marginal increments. There is a tendency to magnify 
the effects of the last portion of supply or the last expression of demand. 
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I will only say that this doctrine is very apt to run into the fallacy 
which may be popularly described as the tail of the dog fallacy—the 
idea being that the tail wags the dog and the tip of the tail wags the 
tail. 

To resume in a sentence: the method of the so-called orthodox 
English economists has only been modified and supplemented, not 
revolutionized and supplanted, by the historical and mathematical 
methods of recent writers, and this, in my opinion, is being recognized 
more and more. 

I pass on to consider a closely allied question—the question, 
namely, of the limitation of the boundaries of the subject-matter of 
political economy. In my view one of the greatest merits of the ortho- 
dox economists was the careful distinction they drew between economic 
and other social sciences. They refused to merge it in the misty regions 
of general sociology, and they excluded from its borders the rocks and 
quicksands, as well as the green pastures, of ethics and religion. This 
specialization, they argued, was necessary if any real advance was to be 
made beyond the expression of platitudes and sentiments. They allowed 
that in practical social problems there were in general other considera- 
tions besides the purely economic; but these they left to the jurist, the 
moralist, or the politician. For a time, however, especially under Ger- 
man influences, attempts were made to break down these boundaries, 
and the economist was elevated to the position of universal philanthro- 
pist and general provider of panaceas. Mill himself was partly to 
blame for the excursions which he made into the applications of social 
philosophy to practice. It is to these excursions we are indebted for 
the fantastical notion of the unearned increment, and the curious idea 
that it is the duty of people to leave the bulk of their money to the 
State, or rather the duty of the State to take it. Fortunately, how- 
ever, for the progress of economics, this ideal of breadth with- 
out depth has not become dominant, and any force it had is already 
spent. The advances made in other social or less vaguely human 
sciences have been so great that the economist is obliged to exclude 
them from his domain. 

Still to some extent the view prevails, especially in Germany, that 
it is the business of the economist to discover the general conditions 
of social well-being, and to show how they may be realized. If such 
an attempt were seriously made it could only end in the projection of 
the personality of the writer into an ideal, and one ideal would succeed 
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another like a set of dissolving views. Suppose, for example, that I 
personally were to attempt to set up an ideal and, not having imagina- 
tion enough to create a new one, I were to turn to ancient Greece. 
There is something very fascinating about the life of the typical Athe- 
nian in the best days of Athens. Physical beauty and vigor were con- 
sidered as essential as keenness of intellect, appreciation of the fine 
arts, and skill in oratory ; and this intense self-realization was tempered 
by ardent patriotism and a strong sense of the duties of citizenship. 
The principal blot, from the modern point of view, was the institution 
of slavery and the relegation of most industrial functions to slaves. I 
might as an economist, if this breadth of view were justified, take it on 
myself to show how modern life might be Hellenized, and by leaving out 
slavery and introducing a little Christian charity a very pleasing ideal 
might be made, and then I might go on to show what steps Govern- 
ment should take to realize this ideal. 

In the meantime, however, my friend Dr. Cunningham might take 
as his type one of the equally fascinating religious communities of the 
Middle Ages, and by leaving out some of the superstitions and inserting a 
few Hegelian contradictions, he might construct an equally attractive 
ideal and proceed to direct the statesmen how it might be carried into 
practice. But when all the other economists had worked out similar pro- 
jects—Professor Sidgwick, for example, on the lines of Bentham, and 
Professor Edgeworth with his love of measurements on the lines of 
Pythagoras—the difficulty would arise, Who was to be the ultimate 
arbiter? And to this question no one would accept the answer of the 
rest. 

Perhaps it may seem that my illustration goes beyond the argument ; 
let me, then, state the position in general terms. According to the 
traditional English view it is not the business of the economist to 
decide all the disputes that may arise even regarding fundamental 
questions in ethics, religion, fine arts, education, public law, adminis- 
tration—to decide, in a word, the first duty of man and the last duty 
of governments. His sphere is much more limited, and the limits 
have been indicated with tolerable precision by the classical English 
economists. Even in England, however, there has been a tendency in 
recent years to remove the old landmarks, and I do not mean simply 
on the part of socialists, but by those who in the main profess to accept 
the English traditions. 

Just as the German idealists think it is the business of the economist 
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to discover the way to the perfectibility of the species, the English 
realists impose upon him the duty of finding the road to the greatest 
happiness of the greatest number. In technical language political 
economy is the economy of utility. No doubt, at first sight, this aim 
seems to be both definite and practical. From the old inquiry, “ How 
nations are made wealthy,” to the new inquiry, “ How nations are 
made happy,” it seems a natural and easy transition. For the essence 
of wealth is to possess utility, to satisfy desires, to create happiness. It 
is obvious also that the happiness of a people depends largely on its 
economic conditions in the narrowest sense of the term ; it depends, 
that is to say, on the amount and distribution of its material wealth. 
Accordingly it seems plausible to maintain that the economist ought 
to discover by his calculus of utility those principles of production and 
distribution that will lead to most happiness. 

Plausible and natural, however, as this transition from wealth to 
happiness may seem, it may readily lead to the abandonment of the 
central position of the classical economists. The steps are worth 
tracing. The first deduction made from the general principle of 
utility is that it ‘obeys a law of diminishing return. Every additional 
portion consumed or acquired of any commodity gives a decreasing 
satisfaction, and passing through the point of satiety we reach the 
negative utility of being a nuisance. Illustrated by the usual curve 
this law assumes the character of a mathematical axiom. 

The next step is to show that the rich man derives very little utility 
(or happiness) from his superfluity, whilst if his abundance were divided 
amongst the poor a great amount of happiness would be created. It 
seems to follow at once that, assuming an average capacity for happi- 
ness, the more equal the distribution of wealth the greater will be the 
happiness of the people. Never did any theory of equality assume 
such a simple and scientific form ; it is like the advent of primitive 
Christianity in the guise of a new philosophy. 

The practical question remains, How is this ideal to be carried 
out? Obviously it is too much to expect that the principle of natural 
liberty and the policy of /atssez faire may be left to work out this latter- 
day salvation. Competition may be well enough for the strong, but is 
the destruction of the poor and weak. Accordingly it seems easy to 
prove, or at least to presume, that great powers must be given to the 
State. It only remains to bring in the principle which Mill flattered 
himself was his chief contribution to economic theory, viz., that the 
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distribution of wealth depends entirely on the opinions of mankind, 
that these opinions are indefinitely pliable, and that, therefore, no 
schemes of distribution can be called impracticable, and we arrive at 
the conclusion of the whole matter. And practically that conclusion 
is nothing less than State Socialism. 

It needs no demonstration, however, that nothing could be more 
opposed to the traditional English political economy. What, then, 
becomes of my contention that it remains unshaken, and that there are 
signs of a strong reaction in its favor? The truth is that this con- 
clusion has again brought into prominence other portions of the old 
doctrine that had been allowed to fall into the background. We are 
confronted with the limited power of the State and the infinite variety 
of individual enterprise. To the older economists the difference 
seemed so great that they considered the presumption against State 
interference to be established. The rule, it is true, was never absolute 
and unqualified. Adam Smith himself indicated some of the most 
important of these exceptions, and the list has been extended by 
his successors. But these exceptions were all based upon reasoned 
principles, such as the incapacity of the persons concerned, «¢. g., 
children to make fair contracts, the lack of individual interest in public 
works, ¢. g., the maintenance of roads, and the importance of the 
highest security, as in the regulation of the issues of bank notes. And 
in spite of all these exceptions—strengthened and purified by these 
exceptions—the presumption remained undisturbed. Recently, how- 
ever, some writers, under the influence of the ideal of maximum happi- 
ness and impressed by the power of the State, have sought to extend 
its interference far beyond these admitted principles. But I venture 
to say, so far as this movement had any theoretical support, the 
reaction has already begun. 

The fundamental importance of freedom of contract has become 
more apparent than ever through the application of the comparative 
and historical methods to jurisprudence ; the proposition that the pro- 
gress of society has been from status to contract has almost acquired 
the force of an axiom. The analysis, too, of modern industrial systems 
in which division of labor has become more and more intricate and 
interdependent, has shown the hopelessness of the attempt to transfer 
the management and control to the State. Changes in the methods of 
production, in the diffusion of knowledge, and in the transport of 
material commodities, have. been so rapid and so great that no 
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executive government could have overtaken them. In the most 
advanced communities, even that legislation which is necessary for 
the new conditions lags behind ; even those elementary forms which 
simply aim at giving an interpretation to contracts in doubtful cases, 
or which are necessary for the adjustment of responsibility (as in 
bankruptcy and partnership), are behind the times. The growth of 
joint-stock enterprise has outstripped the development of the law of 
companies, and there is a crop of new frauds without corresponding 
penalties. 

Turning to the executive and administrative functions of govern- 
ment, the analysis of existing conditions shows that we have not yet 
overtaken those exceptions admitted by the strongest supporters of 
laissez faire. The British government has, it is true, wasted its energies 
in devising temporary expedients of various kinds, but it has not yet 
accomplished the programme of Adam Smith. Not only are there 
privileges and restrictions that ought to have been abolished long ago, 
but on the positive side the programme is not complete. We have just 
begun universal education on the lines laid down by Adam Smith, but 
his scheme for imperial federation is not yet within the range of 
practical politics. We have effected great financial reforms, but we 
still fall far short of the full development of his principles. Even in 
matters of currency and banking—in relation to which the function of 


the State has always been recognized—we are lamentably in need of 


reform. 

But if the State cannot overtake those duties which are so necessary 
and persistent that they were forced on the attention of the strongest 
supporters of /aissez faire, how can we possibly justify the assumption 
of new functions which rest upon no better principle than the vague 
idea that the State ought to do something ? 

This leads me to observe that not only theoretically but practically 
signs of a reaction in favor of the old position are rapidly increasing. 
The experiments already made at playing the rd/e of omnipotence and 
omniscience, against which governments were so emphatically warned 
by Adam Smith, have begun to bring forth fruit after their kind— 
thorns that were carefully nursed by the legislature, instead of produc- 
ing grapes, have produced more thorns and worse thorns. 

A principle of the widest application in ethics and politics as well 
as in economics, which may be described as the principle of formal 
justice, has begun to operate in a remarkable manner. A government 
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which lends its power and assistance to one set of people must be 
prepared to act in a similar manner in all similar oases. If once this 
principle is abandoned, governmental action becomes either a matter 
of chance or depends upon clamor and jobbery. It is wonderful how 
quickly the human mind discovers analogies in grievances, and how 
soon one cry leads to another. Microbes are not more rapid and 
relentless in their multiplication. A plain man may have his doubts 
about the similarity of triangles and consent to arbitration on the 
question, but he has no doubt that for the purpose of governmental 
grants and aids his needs are similar to his neighbor’s. And the plain 
man is right. How can we justify the use of State credit for the pur- 
chase of lands in Ireland and fishing boats in Scotland if we are not 
prepared to give similar aid to the poor of England who are similarly 
situated ? If we grant judicial rents in the country why not in the 
towns, and if we fix by law one set of prices why not all prices ? 

We must not be content with looking at the immediate effects of 
legislation ; we must consider also the secondary and more remote 
consequences. If a legislator thinks that there are none of importance, 
let him read a chapter of Adam Smith—in the original and not in the 
stale pemmican of popular dogmatism. And if he still thinks that 
every law must be considered in isolation on its own merits, that it is 
a temporary remedy for a passing emergency, then let him resign his 
seat in Parliament ; he has mistaken his vocation ; in the name of 
common sense and the happiness of the greatest number let him cease 
to be a legislator and become a policeman. 

There is an old fable about the gradual entrance, little by little, of 
the camel into the tent of the Arab. The British Government—I 
speak irrespectively of parties, for with the frankness of my old mas- 
ters in political economy I make bold to say both are equally to 
blame—the British Government is beginning to find that the camel is 
getting too far into the tent. The admission of a single ear is noth- 
ing to the admission of the hump, and the knees, and the rest of the 
beast. Now the ear may be interpreted to mean the grant of a few 
thousand pounds to Scottish fishers, the hump is universal old-age 
pensions at a cost of some fifteen or twenty millions a year, and for the 
knees you may take the nationalization of land at a cost of some two 
thousand millions, and for the whole beast you have the complete 
Socialist programme. The conclusion that when the beast was in, the 
Arab was out, needs no interpretation. 
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Let us leave fables for something the exact opposite, namely taxes. 
It was a favorite doctrine of the old economists that taxes are a burden 
and the visits of the tax-gatherer are odious. ‘This doctrine also is 
beginning to reassert itself. The State can do nothing without money, 
and it generally does things in the most expensive manner. Fortu- 
nately in this country we have not yet reached the limits of tolerable 
taxation, but at the present rate of growth of imperial and local expen- 
diture we are rapidly approaching those limits. Now, if there is one 
position that has been firmly established in theory and confirmed by 
the abundant experience of many nations, it is that excessive taxation 
is ruinous to a country. We have to consider not only the net pro- 
ceeds but the indirect cost in all its forms, not only the mere cost of 
collection but the effects on industry and on the energies of the people. 

It may, of course, be replied that those who demand a large increase 
of expenditure for public purposes do not propose to tax the poor, 
but only to take the superfluities of the rich—to take, as is sometimes 
said, twenty shillings in the pound from that part of every income 
which extends above 400/. a year. The certain effect of this kind of 
taxation would be that in a very short time nobody would have more 
than 400/. a year, and the sources of taxation would dry up just as 
people had become used to and dependent on governmental assis- 
tance. 

The general argument may be summarized in the favorite phrase- 
ology of the day. The utility of every increment of governmental 
work rapidly diminishes, and the disutilty of every increment of taxa- 
tion rapidly increases. Both propositions, I may add, were abundantly 
proved before the language I have just employed was invented, and 
the old language, if less sceintific, conveyed a more emphatic con- 
demnation. 

I will conclude by calling your attention to one more position of 
the classical economists, and one that is the foundation of their whole 
system so far as they deal with the principles of governmental action. 
They maintain that even if the State could do something for individ- 
uals as cheaply and effectively as they could do it for themselves, it is 
in general better to trust to individual effort. The decisive consid- 
eration is the effect on the character and energies of the people. Self- 
reliance, independence, liberty—these were the old watchwords—not 
State reliance, dependence, and obedience. In the matter of pauper- 
ism, for example, they teach us to distinguish between the immediate 
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effects of relief which may be beneficial, and the effects of reliance on 
that relief which may be disastrous. They are bold enough to main- 
tain that the condition of life of the dependent pauper should not be 
made by aids and allowances better than that of the independent 
laborer. They insist on the great historical distinction between the 
sturdy rogues and vagabonds—who can work and will not—and the 
impotent poor, the poor in very deed, who cannot support themselves. 
They look upon the payment of poor rates as they look upon other 
forms of taxation—namely, as the lesser of two evils ; they do not try 
to persuade themselves and other people that it is a duty which is 
essentially pleasant. And I confess that I never yet met a man who 
had the audacity to assert that he enjoyed paying poor rates. But | 
have known many men who have given of their substance to a far 
greater extent with a cheerful spirit. It is the compulsion that sticks 
in the throat, and there is no more instructive chapter in economic 
history than that which describes the slow, painful processes by which 
Englishmen gradually adopted compulsory assessment for the relief of 
the poor. I shall be told that these old economic doctrines are cold 
and hard and opposed to the principles of Christian charity. The 
retort is easy: If Christian charity realized a tithe of its ideal there 
would be no need for relief on the part of the State. If I, too, may 
quote Scripture for my purpose I would say: Go to the ant, thou 


sluggard! It does not take ten ants to relieve another ant, and in this 
land of ours there are more than ten professed Christians to every 


pauper. 

It is time, however, to bring this discourse to an end and not to 
begin a sermon; which, moreover, according to my masters, the old 
economists, is beyond our domain. Yet I shall be bold enough to 
end with these words of advice: To the student I would say: Political 
economy has a vast literature, and you will not find all the good con- 
centrated in the last marginal increment; you must master the old 
before you can appreciate the new; a portion of truth just rediscov- 
ered for the hundredth time by some amateur is not of such value as a 
body of doctrines that have been developed for more than a century 
by economists of repute. And to the legislator I would say: Vaster 
than the literature of political economy is the economic experience of 
nations; the lessons to be learned from the multitudinous experiments 
of the past can never become antiquated, for they have revealed cer- 
tain broad features of human character that you can no more disregard 








Serr 


i 





132 JOURNAL OF POLITICAL ECONOMY. 


than the vital functions of the human body. Just as Harvey did not 
invent but discovered the circulation of the blood, so Adam Smith did 
not invent but discovered the system of natural liberty. And nothing 
has been better established than the position that legislation which 
neglects to take account of the liberties of individuals is foredoomed to 
failure. If they cannot break through the law they will get behind 
the law. The first duty of the legislator is to take account of the 
natural forces with which he must contend, and the classical economists 
have made asurvey and estimate of these forces which, based as it is 
on the facts of human nature and the experience of nations, it would 
be wilfull folly to overlook. 
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MONETARY AND FINANCIAL CHRONICLE. 
[Compiled by ARTHUR I. STREET. ] 
September 1, 1892—September 1, 189}. 


1890. 
July 14. 


1892. 
February 19. 


March 4. 
March 31. 


September 1. 


October 1. 


The Sherman Law, requiring the United States Treasury 
to purchase 4,500,000 ounces of silver monthly, goes 
into effect. 


The usual export of gold for the season begins with a 
shipment of $500,000. 
The gold shipments reach the unusual figure of $5,050,000. 
Exports, other than specie for the year to date, show 
an excess over imports of $5,500,000. 

Exports : $86,500,000. 

Imports : $81,000,000. 
The call loan rate on money advances to 6 per cent. 
The wheat stock increased by the season’s crops 
23,000,000 bushels over corresponding stock of previous 
year. 
Russia draws on its deposits in London and Paris. 
[During 1890-91-92 Russia drew heavily upon the gold 
market of the world, whether for financial or political 
reasons does not appear conclusively. ] 
London discount rate advanced to 2 per cent. 


November 5. A strike begun among cotton operatives in Manchester, 


November 21. 


November 22. 


November 23. 


England ; 50,000 men idle. 
President Harrison instructs heads of Departments to 
reduce estimates of appropriations necessary for ensuing 
year. 
The International Monetary Conference opens in 
Brussels. 
The actual rate for sterling exchange advances ¥% cent, 
viz., to 4.87% and 4.8734 for demand bills. 
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November 27. 


November 30. 


December 15. 


December 17. 


December 19. 


December 20. 


December 21. 


December 23. 
December 27. 
December 30. 


December 31. 


1893. 
January 9. 


January ro. 





JOURNAL OF POLITICAL ECONOMY. 


Congress convenes. Several measures introduced pro- 
posing repeal or alteration of the Sherman Law. 
Sterling exchange rate advances to 4.88 @ 4.884 
(demand) and 4.884% @ 4.88% (cable transfers) on 
actual transactions. Export of gold is possible at these 
figures. 

The Monetary Conference fails to submit any definite 
proposals. 

For the week ending at this date the total export of 
gold to Europe amiounts to about $4,250,000. Money 
on call rises to 25 per cent. 

Liquidation and fall of prices in some stocks on the 
Exchange. 

The call loan rate rises as high as 40 per cent., with 
average transactions at 30 per cent. 

London houses offer between $5,000,000 and $7,000,000 
in the loan market. 

Interior banks in the United States increase their offer- 
ings in the money centres. 

Sterling exchange declines to 4.874% @ 4.87%. 

The price of silver bullion declines to 82% cents per 
ounce fine. 

The call loan rate declines to 7 @ 4 per cent. 

Silver bullion sells at 82. 

The New York Chamber of Commerce petitions Congress 
for the repeal of the Sherman Law. 

Gold export begins again. $2,000,000 shipped. 


The Bank of Paris reaches the limit of gold purchases 
allowed to it, and suspends the premium on American 
specie. 

[Incited by the financial embarrassments of Italy and 
Spain, and threatened by the political unrest caused by 
the Panama exposures, France has been making con- 
tinued financial contractions, and to that end accumulat- 
ing gold. At this date France holds almost one-fourth 
of the world’s gold supply : namely $800,000,000. | 
Sterling exchange advances % cent to 4.88%. 














January 17. 


January 19. 


January 21. 
January 25. 


February 8. 


February 9. 


February ro. 


February 11. 


February 12. 


February 14. 


February 16. 


February 19. 


February 20. 
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A bill introduced into the House of Representatives 
providing for the issue of 2 per cent. bonds. 

The Bank of France obtains permission to increase its 
note circulation by the purchase of more gold. 

Sterling exchange in Paris falls to 25 francs 11% cen- 
times. 

A gold export to Paris of $4,300,000. 

The Secretary of the Treasury reports to the Ways and 
Means Committee of the House that the payment of all 
appropriations thus far made would leave a deficit in the 

Treasury. 

The banks of New York, apprehending a serious reduc- 
tion of the gold reserve in the Treasury by the continued 
shipments to Europe, offer to exchange gold with the 

Treasury for currency notes. 

The effort to obtain a hearing in the House for measures 
repealing the Sherman Law fails. 

The repeal measure defeated in the Senate. 

The New York Clearing House makes a ruling prevent- 
the opening of special gold accounts. 

Senator Sherman makes an amendment to the Sundry 
Civil Bill providing for the issue of 3 per cent. bonds. 
Six million dollars in gold exchanged to this date with 
the Treasury for currency notes. 

New York bankers discuss with Secretary Foster the 
advisability of a bond issue to relieve the stress upon the 
Treasury gold reserve. ‘The Presidential Cabinet coun- 
sel adversely. 

New York banks exchange $5,800,000 in gold with 
Treasury for currency notes. 

The “free gold” in the Treasury reduced to $7,660,000. 

Banks discriminate against “manipulated” stocks in 
making loans. Many “bull” operators forced to liqui- 

date. The prices of cordage, sugar, lead, and cotton oil 

stocks decline. 

Secretary Foster publicly declares that the Government 

will not issue bonds except in case of utmost necessity. 

The Reading Railroad goes into the hands of a receiver, 

London buys in the disturbed stock market. 
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February 22. 


February 23. 
February 25. 


February 27. 


March 1. 
March 3. 


March 4. 
March 5s. 


March 7. 


March 8. 


March 17. 


March 20. 


April 3. 
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Sterling exchange declines to 4.87%. 

Switchmen in the yards of several Chicago railroads 
strike for higher wages. 

Sterling exchange rises to 4.89%. 

During the week ending this date interior banks materi- 
ally reduce their New York reserve deposits. 

Call loan rates rise sharply. 

The Sherman amendment to the Sundry Civil Bill in 
the Senate dropped. 

Report of the appropriations of the Fifty-Second Con- 
gress shows a total of $1,026,822,049. 

Change of administration. 

The weekly New York bank statement shows a decrease 
of $5,557,000 in lawful money, and of $10,704,000 in 
deposits. 

Trade reports show that business generally begins to 
reflect the uneasiness of the money market. 

Rumor of an extensive strike to be begun by switchmen 
on the Pennsylvania Railroad and Michigan Central 
Railroad, creating apprehension of a general strike 
during the World’s Fair season. 

Engineers and firemen go on strike for higher wages on 
the Toledo and Ann Arbor Railroad. 

Fear of a general railroad strike during the World’s Fair 
season disturbs the Stock Exchange. 

“Bear” operators attack “Granger” railroad stocks. 
The U. S. District Court at Detroit enjoins Chiefs 
Arthur and Sargent, of the Brotherhoods of Locomotive 
Engineers and Firemen, respectively, from declaring a 
general strike on the Toledo and Ann Arbor Railroad, 
on the ground of interference with inter-state traffic. 
Three men who refuse to obey the order of the Court 
arrested, and a suit for $300,000 damages brought by 
the railroad against Chiefs Arthur and Sargent. 
Secretary Carlisle announces that he will not issue 
bonds, but will continue to pay out the gold in the 
Treasury in exchange for currency notes as long as there 
is gold available. 

The Court renders a decision in the Toledo and Ann 











April 4. 
April 12. 
April 15. 
April 16. 
April 17. 
April 20. 
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Arbor case, supporting the injunction of Chiefs Arthur 
and Sargent. 

The Commercial Bank of Australia suspends. 
$3,500,000 exported. 

The Government wheat report shows the lowest price for 
winter wheat for many years, viz., 77.4 per bushel. 

A very important bank suspension in Australia—The 
English, Scottish and Australian Chartered Bank. 
Cotton manufacturers and dealers in Liverpool suspend; 
leading to a subsequent scarcity of commercial bills in 
the foreign exchange market. 

The Treasury discontinues the issue of gold certificates 
in exchange for gold or bullion, in accordance with the 
law of 1882, which forbids the issue of more certificates 
than there is coin in the Treasury over and above 
$100,000,000. This act on the part of the Treasury is 
taken by the financial world to indicate that the free 
gold above the $100,000,000 reserve has been exhausted 
and that the reserve is about to be invaded. 

Pressure from financiers in Wall Street and elsewhere is 
brought to bear upon the Secretary of the Treasury for 
the issue of bonds to prevent the invasion of $100,000,- 
ooo gold reserve. Secretary Carlisle asserts that no bonds 
will be issued unless it becomes absolutely necessary. 
Bear operators on the New York Stock Exchange force 
industrial and some railway stocks to decline. [This is 
designated by many as the beginning of the financial 
panic. ] 

A. G. Yates, President of the Buffalo, Rochester and 
Pittsburg Railroad, makes an assignment with liabilities 
of over $1,000,000. 

The free gold in the Treasury reduced to $40,500. 

The $100,000,000 gold reserve broken by the withdrawal 
of $4,000,000. 

Foreign exchange advances to 4.894% on sight transac- 
tions, and 4.893% @ 4.90% on cable transfers, in 
apprehension that the Treasury will refuse to redeem in 
gold the currency notes issued in purchasing bullion 
under the Sherman Act. 
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April 21. 
April 23. 
April 25. 
April 27. 
April 28. 
April 29. 
April 30. 
May |. 
May 2. 
May 3. 
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An export to Europe and Canada of $5,580,000 in gold. 
Western banks send to the Treasury large amounts of 
gold in exchange for currency notes. 

Boston banks extend to the Treasury $4,000,000 of gold 
in exchange for notes. . 

The $100,000,000 reserve restored, and $700,000 of free 
gold acquired. 

Secretary Carlisle sends to New York bankers for con- 
sideration a proposition to issue $50,000,000 in gold 
bonds bearing 3 per cent. interest. [This is taken to 
indicate vacillation and uncertainty on the part of the 
Treasury administration. | 

Money rises to 15 per cent. in the call loan market. 

The Sub Treasury at New York redeems $4,000,000 of 
currency notes in gold. 

President Cleveland publicly declares that the admin- 
istration does not intend to issue bonds. 

A large loan and trust company fails in Sioux City, Iowa. 
(The Union L. & T. Co.). 

Canadian banks (at Toronto) impose a discount of 1 per 
cent. on American silver bills. 

Secretary Carlisle confers with New York bankers. 

The Toledo and Ann Arbor Railroad goes into a 
receiver’s hands. 

The National Cordage Company issues $2,500,000 pre- 
ferred shares. The stock declines from 60% to 57. 

The week’s reports show an excess of exports of mer- 
chandise over imports. 

The National Bank of Australasia, Melbourne, suspends. 
A pronounced decline in the “Gould” group of stocks 
on the Exchange. 

The gigantic coffee corner, engineered by M. Kaltun- 
bach, Paris, goes to pieces. 

Four large clothing firms in New York under the con- 
trol of A. H. King & Co., make assignments. 

Rumors touching the solvency of many individuals, 
firms, and institutions circulate in Wall Street. 

National Cordage stock declines to 49%. 

Money lenders discriminate against industrial stocks of 
all classes. 














May 4. 


May 5. 


May 8. 


May 9. 
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The Treasury gold reserve again depleted by about 
$2,000,000, or to $97,957,000. 

The National Cordage Company goes into a receiver’s 
hands. 

The Pennsylvania Steel Company suspends. 

Three brokerage houses in Wall Street suspend. 

A short-lived panic in the New York Stock Exchange. 
Large holders (Stephen V. White e¢ a/.) of Cordage 
stock suspend. Prices of stocks yield several points 
between sales. Call money rises to 40 per cent. 
London and local investors purchase heavily. Prices 
recover within two hours. 

A prominent broker in Boston fails (Francis Henshaw). 
A flurry in stocks on the Montreal Exchange. 

248 commercial failures reported for the week, as com- 
pared with 166 for 1889, 166 for 1890, 152 for 1891, and 
174 for 1892. 

The settlement of balances at the Stock Exchange Clear- 
ing House effected without disturbance. 

Stocks recover. 

The street rate of discount in London rises from 2 to 3 
per cent., the regular Bank of England rate. 

A bank in Chicago suspends (Chemical Nat. Bank). 
Rolling mills in Illinois close, throwing 2,500 men out 
of work (The Joliet Rolling Mills). 

The Chancellor of New Jersey refuses to permit transfers 


‘ of National Cordage stock pending adjustment of the 


company’s affairs. 
A rope factory (Tucker’s) in Long Island lays off 500 
men. 

Another bank failure in Australia (The Bank of Victoria, 
Melbourne). 

The street rate of discount on money in London 
advances to 34% and 3% per cent., which stimulates rise 
in sterling; sight, 4.8434 and 4.85; cable, 4.881% and 
4.88%. 

Rumors on the Stock Exchange of the insolvency of the 
American Distilling and Cattle Feeding Company (the 
so-called Whisky Trust). 
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A second bank suspension in Chicago (the Columbia 
National, under presidency of Zimri Dwiggins). 

A bank suspension in Indianapolis (the Capital National). 
The Bank of England discount rate advances to 3%, the 
street rate to 354 and 3%. 

Sterling exchange advances; sight, 4.89 and 4.89 ; 
cable transfers, 4.8934 and 4.90. 

A series of banks organized by Zimri Dwiggins suspend 
in Ohio, Indiana, Michigan, and Illinois. 

One of the largest dealers in fine whiskeys in America 
(W. H. Thomas & Sons) makes an assignment. 

The Northwestern Guaranty and Loan Company of 
Minneapolis suspends. 

A gold export of $500,000. 

A run started on prominent banks in Minneapolis. The 
Farmers’ and Merchants’ State Bank suspends. 

An investment broker in Denver assigns (Wm. R. 
Mygatt). 

Three more Australian banks suspend: the Bank of 
North Queensland and the Queensland National of Bris- 
bane ; the Commercial Banking Company of Sydney. 
The Bank of England discount rate advances to 4 per 
cent. 

Bank suspension in South Carolina (Bank of the Caro- 
linas, Florence). 

More deposits than withdrawals made in the savings 
banks of Sydney, New South Wales. 

A syndicate formed to “finance” the Northern Pacific 
Railroad. The directors authorize the issue of $13,000,- 
ooo collateral trust notes. 

A suit to annul the charter of the “Whisky Trust” 
begun by the Attorney-General of Illinois. 

The Evanston (IIll.) National Bank suspends. 

The Toledo, St. Louis and Kansas City Railroad goes 
into a receiver’s hands. 

A large lumber assignment (Miles M. Reynolds) in 
Indiana. 

Bankers of Tennessee in convention at Nashville petition 
Congress for the repeal of the Sherman Law. 





May 20. 
May 21. 


May 22. 


May 24. 


June 1. 


June 2. 


June 3. 
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Four thousand miners in the Santa Fe mines in Kansas 
strike against a reduction in wages. 

Large gas and electric light fixture dealers (Archer & 
Pancoast) in New York City fail. 

Five Peoria distilleries withdraw from the Whisky Trust. 
The stock declines from 17 to 13. 

A bank suspends in New York City (the National Bank 
of Deposit). 

An electric company in Wisconsin fails. 

A run started on a savings bank (the People’s) in 
Denver. 

A dry-goods failure in Tennessee ; a clothing failure in 
Chicago. 

A hardware failure (Van Wagoner & William) in New 
York ; several leather failures in Boston. 

Ex-Secretary Charles Foster, of Ohio, makes an assign- 
ment. 

Gold reserve reduced to $95,800,000. 

The bank clearings for the week aggregate $1,043,000,- 
000, g per cent. less than in the week before, and 14 per 
cent. less than in the corresponding week of the previous 
year. 

An export of $3,000,000 in gold. 

Banks in Dakota suspend. 

Bear operators force the General Electric stocks down 
to 644%. 

A lumber failure (S. S. Barker) in Chicago. 

A bank suspends in Milwaukee (the Plankinton). 

The Treasury statement shows a per capita circulation 
of $23.88. 

A bank suspends in Tacoma, Washington. 

A bank suspends in Texas (First National, Brady). 

A private banking firm (Schaffner & Co.) in Chicago 
suspends. 

Wheat quoted in Chicago markets: July, 68 ; cash, 66%. 
A woolen failure in Massachusetts (S. Blackington Co.). 
Bank clearings for the week fall off heavily, $100,000,000 
at New York City, and ten and six million dollars 
respectively at Boston and Chicago. 

Exports of wheat show a slight increase. 
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June 8. 
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Business failures decrease from 247, of previous week, to 
217, as against 167 of preceding year. 

Gold shipments for the week amount to $6,500,000. 

The Comptroller of the Currency issues a circular to 
banks, defining the duties and obligations of directors. 
The Kansas Grain Company of Kansas City suspends. 
[Said to be the largest buyer in the world of grain from 
producers ]. 

President Cleveland announces his intention to call an 
Extra Session of Congress between September 1, and 15. 
The railroad reports for May show an increase of g per 
cent. in gross earnings. 

A great break in wheat on the Exchange. Prices drop 
to the lowest point in fifty years ; the total home stocks 
available June 1 being 100,000,000, more than three times 
the aggregate of June 1, 1892, and the stocks of wheat 
in America, in Europe and afloat for Europe being 
167,000,000, or 40 per cent. heavier than in 1892. 
Considerable excitement on the Chicago Stock Exchange. 
The Treasury draws $1,000,000 from the Chicago Sub- 
Treasurer for the first time in history. 

Another bank in Texas suspends. (The Merchants’ 
National). 

A second bank (The Canal Street) in New York City 
suspends. 

London buys wheat heavily in American markets. 

The offering of grain bills in London forces the sterling 
exchange rate down from 4.87% @ 4.90% to 4.87% @ 
4.89%. 

London buys industrial and railway stocks. 

The Bank of England discount rate reduced to 3 per 
cent. 

The sterling exchange rate reduced to 4.86% @ 4.88. 
The business failures for the week aggregate 293, against 
163 in 1892; the total including two with capital of 
more than $1,000,000, eleven with capital between 
$100,000 and $500,000; 27 per cent. with capital in 
excess Of $5,000 each. 

New York banks, for the week, transfer over $5,000,000 
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to interior banks ; the surplus reserve decreasing $6,566,- 
ooo ; the loans, however, decreasing only $2,290,000. 

Total of deposits, June 10, $418,925,600. 

Total of loans, June 10, $414,400,200. 
The Northern Pacific disposes of its bonds to the under- 
writing syndicate formed to finance it. 
The Bank of England discount rate declines to 2% per 
cent. 
The Secretary of the Treasury makes a public statement 
that during the eleven months ending with May out of 
$50,000,000 of coin certificates issued in payment for 
silver bullion 95 per cent. were paid in gold. 
Savings banks in Omaha, Nebraska, apply the thirty-day 
and sixty-day time rule to check runs upon them. 
New York drafts discounted in Boston $30 and $33 in 
$1,000. 
Bank suspension in Omaha, Nebraska (American 
National). 
A bank in Southern California suspends (The River- 
side Banking Co.). 
The New York Clearing House issues “loan certificates” 
to aid in settlement of balances. 
Bank suspension in Kansas (First National, Arkansas 
City). 
Call loan rates advance to 10 @ 20 per cent. 
The sterling exchange rate (demand) drops to 4.85. 
The loans in the New York banks exceed the deposits. 
Loans, $410,700,400; deposits, $406,536,400. About 
$8,000,000 sent to the interior during the week. 
303 business failures; 29 per cent. with capital over $5,000. 
The Oil Well Supply Co. of Pittsburg, Pa., suspends. 
A bank suspension in North Carolina (Bank of New 
Hanover, Wilmington). 
Several banks in Southern California suspend (First 
National, South California, Broadway, East Side, Los 


Angeles). 
The rates for sterling exchange decline to 4.82% @ 
4.84%. 


The Philadelphia Clearing House issues loan certificates. 
Large packing and provision failure in Chicago. 
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June 23. 


June 24. 


June 26. 


June 27. 


June 28. 
June 2g. 
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Sterling exchange rebounds to 4.841% @ 4.86%. 

A prominent state bank in San Francisco suspends 
(The Pacific Bank). 

$2,300,000 transferred to California through the Sub- 
Treasury, for the week ending this date. 

Business failures aggregate 360. 

Exports of wheat aggregate 3,553,000 bushels, 50 per 
cent. greater than in previous year. The total supply of 
stocks decreases 4,052,000 bushels. 

The Indian Government closes its mint to the free coin- 
age of silver. 

Money on call rises to 40 per cent. 

The Boston Clearing House issues loan certificates. 
Banks suspend in Minneapolis and Buffalo ; the Bank 
of New England in the former, and the Queen City 
Bank in the latter place. 

Silver bullion drops to 62 cents, reducing the value of 
the silver dollar to 57 cents. 

The St. Paul and Minneapolis Trust Co. suspends. 
Silver mines in Utah and Nevada close. 

The call loan rate rises to % per cent. per day plus 


6 per cent. = about 75 per cent. per annum. 
Several New York Banks draw $6,000,000 of loan certifi- 
cates and offer that amount of money in the loan 


market, to prevent a panic. 

A mass meeting in Denver declares in favor of closing 
mines and milling until legislation favorable to silver 
can be secured. 

Montana silver mine owners call a mass meeting for 
July 6. 

Many mines shut down in Colorado, Montana, Idaho, 
New Mexico, Nevada, and Arizona. 

Wheat (contract grade No. 2, regular) drops to 62 
cents, the lowest price since 1857. 

The New Orleans Clearing House issues loan certificates. 
New York Exchange commands a slight premium in 
Philadelphia. 

The St. Louis Cotton Exchange urges Congress to repeal 
the Sherman law. 
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President Cleveland calls an extra session of Congress 
for August 7. 

A bank in Rico, Colorado, suspends (First National). 

A St.Louis mining syndicate, owning property in Gran- 
ite Mountain region, Colorado, decides to close its silver 
mines “until more favorable conditions prevail”’. 

A bank in Provo, Utah, suspends (First National) ; a land 
company in Texas fails (The Espuelo Land and Cattle 
Co.) ; the Madison Car Company, St. Louis, assigns ; the 
Santa Fé Railroad discharges several hundred employés, 
to reduce operating expenses. 

The six months’ report of business failures, to July 1, 
shows a total of 6,239, with liabilities of $170,000,000 ; 
284 having liabilities of $100,000 or more each. 175 
failed banks with liabilities of $43,000,000. 

Exports of wheat for the week show continued increase. 
Government receipts for the month of June amount to 
$30,983,921.85 ; expenditures, $29,266,451.30. 

Leaders of the American Bimetallic League decide to 
call a special convention in Chicago, August 1. 

Senator Sherman announces his willingness to vote for 
the repeal of the Sherman Law. 

The Queen City Bank in Buffalo resumes. 

Silver quoted higher in New York (75 @ 77c.) than in 
London (34%4d.). The Treasury refuses all tenders of 
bullion on this ground. 

A bank suspends in Winnipeg, Manitoba (The Com- 
mercial). 

Three banks suspend in Pueblo, Colorado (American 
National, Central National, and Western National). 

A bank resumes in San Diego, California. 

The Denver Chamber of Commerce issues an address 
protesting against unconditional repeal of Sherman Law. 
The New York Chamber of Commerce, by an almost 
unanimous vote, denounces the Sherman Law. 

A savings bank suspends in Omaha, Nebraska. 

A bank resumes in Spokane, Washington. 

The price of wheat advances 2% cents. 

Banks in Denver refuse to cash drafts on New York. 
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July 8. 


July 10. 


July 11. 
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Banks suspend in Omaha (The American Savings), and 
in Pueblo, Colorado (American National). 

Silver at New York drops to 72% cents. 

The Treasury purchases 100,000 ounces at 72 cents. 
The Baltimore Clearing House issues loan certificates. 
Two small bank suspensions in Arkansas. 

Business failures for the week amount to 319. 

An unusual number of furnaces and factories shut down 
in the iron, steel, woolen, shoe, and glass industries. 
The surplus reserve of the New York banks shows a 
deficit of $5,081,500. 

A big investment company (The Chamberlain) in Denver 
fails. 

A stock broker in Philadelphia (A. Y. Davison) suspends. 
Several drug firms in New York give notice that trade 
with them must be conducted on a gold basis. 

In the State Silver Convention at Denver excited 
speeches are made by the Governor and others against 
a movement which they denominate “a conspiracy of the 
gold bugs to demonetize silver”. The Governor’s speech 
closes with the words: “It is better that blood should 
flow to our horses’ bridles rather than our national 
liberties should be destroyed”. " 

A bear raid on industrial stocks in Wall Street, caused 
by heavy liquidation of one bear operator. North- 
western stocks sustain a net loss of 434 per cent. ; Lake 
Shore, 5% ; St. Paul, 334 ; General Electric, 63% ; Chi- 
cago Gas, 7%. 

The Custom House Statement of exports for the week 
ending this day shows an aggregate money value of 
nearly $8,800,000, the largest total since the European 
demand set in. 

Sterling exchange declines to 4.82% @ 4.84%, posted 
rates ; and 4.83%, actual business. 

$325,000 of gold imported from London. 

A strong private banking house (W. T. Thornton, Selby- 
ville) in Illinois, and a safe deposit and savings bank in 
Kansas City suspend (Kansas City Safe Deposit and 
Savings Bank). 
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Evidence appears on the Stock Exchange that many in- 
vestors are purchasing, the sales of stocks in fractional lots 
for the 11th and 12th instant amounting to 1,200 shares. 
Liquidation diminishes in Wall Street. 

The Silver Convention at Denver issues a “ Public 
Address” asking for the restoration of the coinage laws 
as they stood before the repeal of 1873. 

The Boston Chamber of Commerce petitions for the 
repeal of the Sherman Law. 

Private despatches from Europe indicate unfavorable 
impressions created by intemperate utterances in the 
West on financial issues. 

Sterling exchange on actual business drops to 4.83 @ 
4:83%4- 

Colorado Fuel Company stock declines rapidly. 
£160,000 in gold bars imported from London. 

An important bank suspends in Kansas City (The 
National Bank of Kansas City). 

A bank in Lincoln, Nebraska, suspends (Nebraska Sav- 
ings). 

The suspended Bank of Deposit in New York City 
allowed to declare a 40 per cent. dividend in favor of 
deposit creditors. 

Several large hotels in Denver make assignments. 

The Portland, Me., Chamber of Commerce petitions for 
repeal of the Sherman Law. 

Bank runs in Kansas City cause suspension of a banking 
company (The Northrup Co.). 

Bear operators attack “Granger ”’ railroad stocks. 

A large iron syndicate fails. 

Business failures for the week aggregate 398, as against 
166 of previous year. 

The total of wheat exports for the week, 14,134,000 
bushels, or 1,500,000 bushels more than in previous year. 
A slight decrease in the deficit of New York banks, 
being due to a decrease of $4,505,000 in deposits, reflect- 
ing a contraction of over $5,100,000 in loans. 

A bank crash in Denver. Three savings banks suspend 
(People’s Savings, Colorado Savings, Rocky Mountain 
Dollar and Dime Savings). 
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July 18. 


July 19. 


July 20. 


July 21. 
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Another Kansas City bank suspends (Missouri National). 
Three national banks and three private concerns in 
Denver suspend (Union National, Commercial National, 
National Bank of Commerce). 

An old bank (First National) in Fort Scott, Kansas, sus- 
pends. 

A newspaper in Alabama assigns (Mobile Register). 

A large broking firm in London liquidates heavily in 
American stocks. 

Two days’ sales by foreign houses in Wall Street amount 
to 50,000 shares. 

Bears on the Exchange find little or no opposition in 
depressing prices. 

Many stocks sold at lowest figures ever recorded ; but 
the total transactions amount to only 370,000 shares. 
Sterling exchange advances to 4.84 @ 4.86, posted 
rates ; actual bankers’ demand to 4.85 @ 4.85%. 
Money on call remains steadily at 6 per cent. 

Large orders for stocks received from London. 

Three more national banks and numerous commercial 
houses in Denver suspend. 

Depositors in Kansas City begin to return their money 
to the banks. 

Spokane, Wash., and Little Rock, Ark., merchants and 
bankers petition for the repeal of the Sherman Law. 
Sterling exchange declines; posted rates to 4.824%@ 
4.84% ; actual rates to 4.83. 

The Comptroller of the Currency assures the suspended 
Denver banks of all the aid in his power to give. 

Italy proposes to the Latin Union to cease coining the 
2% franc piece. 

Two banks suspend in Cheyenne, Wyoming (First 
National, and H. A. Kent’s). 

Foreign purchases in the stock market amount to 25,000 
shares. 

A bank in Southern California (First National, San Ber- 
nardino) resumes; a bank in Milwaukee suspends 
(Commercial). 

Certain bear brokers on Wall Street circulate rumors of 
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insolvency concerning a large bank which refuses to 
cash a $50,000 check for them. 

Further bank suspension in Milwaukee (Milwaukee 
National) ; also bank suspensions of importance in Louis- 
ville, Ky. (Kentucky National). 

Bank resumptions in Kansas City and Southern Califor- 
nia (First National, Santa Anna). 

The New York bank statement shows a decrease of over 
four millions in loans and three millions in deposits. 
Business failures for the week, 527. 

Total imports of about $1,000,000 in gold announced 
for the week. 

The President of the New York Stock Exchange 
rebukes certain bear operators for circulating false 
rumors reflecting upon the solvency of the Manhattan 
Bank. 

Suspended Denver banks propose to depositors to issue 
interest-bearing certificates of deposit. 

Bull operators at Chicago begin to force a rise in wheat. 
A bank suspends in Great Falls, Montana (The Mer- 
chants’ National). 

“ Mitchell’s” bank in Milwaukee suspends; also two 


prominent banks in Indianapolis. 

The Erie Railroad goes into a receiver’s hands. 

A break in Granger railroad stocks. 

Mills begin to close extensively in Maine, Massachusetts, 
and New Hampshire. 

The Vermont Marble Company reduces wages 13 per 


cent. 

Continued drafts of money to the interior raise the rate 
for call loans in Wall Street to 6 per cent. plus % per 
cent. per day commission. 

Two important brokers suspend (H. I. Nicholas, J. B. 
Dumortst). 

Great liquidation on the Stock Exchange, said to be 
more extreme than at any time during the panic of 1873. 
Agents buy up gold in Indiana, paying for it in silver 
certificates. 

A New York bank refuses to clear for Philadelphia. 
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Sterling exchange declines to 4.8134 @4.83% and 4.82@ 
4.8244. 

$1,200,000 taken from the London market for export to 
America. 

Many dona fide investment purchases made in Wall 
Street. London buys heavily. Stocks rise rapidly in 
price. 

Eleven more banks fail; seven in the West, three in 
Kentucky, and one in New England. 

Women hold a mass meeting in Salt Lake City in the 
interest of silver. 

Distillers of Cincinnati petition the Secretary of the 
Treasury to postpone the collection of taxes on May and 
June whisky. 

New York and Kings County savings banks confer and 
advise application of thirty-day and sixty-day rule. 

The Chicago and Louisville Clearing Houses authorize 
an issue of loan certificates. 

Three bank suspensions in Wisconsin, Bank of Sparta, 
M. A. Thayer & Co., at Sparta and Tamah; one in 
Montana (Gallatin Valley National); and one in Ken- 
tucky (First National, Middlesborough). 

The Secretary of the Treasury refuses the petition of the 
distillers to postpone collections on May and June 
exports. 

Three hundred and fifty thousand miners in England go 
on a strike. 

Certain banks in New York, to facilitate imports of gold, 
fix upon a uniform rate for the money their clients may 
require for purchasing and forwarding bills on London. 
Albany (N. Y.) savings banks disapprove the action of 
the New York banks in advising application of time rule. 
Banks suspend in Illinois, Wisconsin, Oregon, Ohio, Mich- 
igan, and Kentucky. 

The Trenton Savings Bank, New Jersey, pays its deposi- 
tors in silver dollars, which checks a run. 

Mining operations suspended on the Vermillion Range, 
Minnesota. 

The bank clearings for the week aggregate only $889,- 














July 30. 


July 31. 


August 1. 
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000,000, a nine per cent. decrease from the week before, 
and an eleven per cent. decrease from 1892. 
Business failures for the week, 489. 
The Attorney-General of Colorado renders an opinion 
in favor a State depository for bullion, should the Legisla- 
ture decide to establish it. 
Great activity in gold prospecting and mining reported 
from the West, particularly from California. 
September wheat declined to 5734 ; cash wheat to 534%. 
The Bank of England reduces its rate on American 
double eagles to 76s. 8d. 
Considerable imports of gold by Boston and Chicago, as 
well as New York. 
Massachusetts savings banks apply the time rule on the 
withdrawal of deposits. 
National banks take steps to increase the currency circu- 
lation by purchasing bonds of savings banks to deposit 
in the Treasury. 
Boston exchange on New York obtains 75 cents premium. 
$6,700,000 specie engaged in London for import. 
A slight advance in the prices of stocks on the exchange. 
John Cudahy, the Chicago pork speculator, fails; also 
Wright and Hughey. 
Pork drops to $12 per barrel; lard to $6; September 
pork to $10.50. 
Money on call rises to 40 per cent. but drops immedi- 
ately. 
The Special National Silver Convention opens in Chicago. 
Bank suspensions in Washington, Oregon, Minnesota 
and South Carolina. 
The Treasury report for July shows only one-half the 
silver purchases required by the Sherman Law. Also 
an increase of $5,041,000 in the currency, making a 
total increase of over $17,000,000 since January 1. 
Total $1,611,099,017, or $24.02 per capita. 
The Government expenditures exceed the receipts : 
Expenditures, $39,675,886.60 
Receipts, -  30,905,776.19 


Deficit, - $8,770,110.41 
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August 3. 
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Bear operators on the exchange compelled to liquidate 
heavily. 


The gold reserve in the Treasury restored to $791,370 


above the $100,000,000 mark. 

Three Chicago Board of Trade firms fail (Geo. C. Parker, 
D. Eggleston & Co., F. M. Gregg ; total liabilities of over 
$3,000,000). 

Some Pennsylvania and Ohio iron works prepare to 
resume operations. 

The Bank of England raises its price on double eagles 
to 76s. gd. 

Sterling exchange on demand rises to 4.83%. 

The City of Denver establishes a relief camp to furnish 
shelter and sustenance to unemployed miners. 

The Secretary of the Treasury sends the following tele- 
gram to 150 National banks: “Your authorized balance 
hereby fixed at par of security. Transfer excess when- 
ever practicable to nearest sub-treasury.” 

Continued serving of time notices by savings banks in 
New England and elsewhere. 

The Internal Revenue Collector at New York refuses to 
accept checks in payment of taxes. 

Currency commands a premium of 1% and 2 per cent. in 
New York. 

The Bank of England advances its rate of discount to 3 
per cent. 

Sterling exchange advances to 4.81% @ 4.85 and 4.83% 
to 4.84. 

The sharp advance in short sterling leads to a freer absorp- 
tion of commercial acceptances at advanced figures. 
The limit of issue of silver certificates in the Treasury 
reached, as many having been issued as there are stand- 
ard silver dollars coined in the Treasury; the issue 
stopped. 

Banks in Indianapolis refuse to cash New York drafts. 
A private bank in Chicago suspends (Lazarus Silverman). 
A project for a Latin-American monetary league set on 
foot in Mexico. 

Austrian and Italian laborers leave Colorado for their 


homes in Europe. 





August 4. 


August 5. 
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Brooklyn (N. Y.) bankers petition their congressmen to 
urge repeal of Sherman Law. 

Mills in Fall River (Mass.) find it difficult to obtain small 
currency to pay wages. 

Internal Revenue Collectors throughout the country 
refuse to accept checks in payment of taxes. 

Many manufacturers in Connecticut, Massachusetts, and 
Pennsylvania either reduce wages or shorten time of 
operation. 

Three banks suspend in St. Paul. 

A big dry goods house in Chicago fails (J. H. Walker, 
successor to A. T. Stewart & Co.). 

The “bear” brokers who made the attack on the New 
York bank suspended for “circulating untruthful infor- 
mation on the Exchange ”’. 

Mills in Fall River, Mass., pay wages in checks on Clear- 
ing House funds. 

A large shoe factory in St. Louis, Mo., closes down 
(Hamilton-Brown shoe factory, said to be the largest in 
the world). 

$14,000,000 estimated to be the total engagement of 
specie in London for the week. 

Exports of wheat for the week, 5,622,000 bushels. 

The statement of the New York banks shows a loss in law- 
ful money of $12,000,000 ; a deficit in the surplus reserve 
of $14,017,800, of which $9,750,000 is due to the current 
week’s operations. This is due partially to the purchase 
of bonds from the savings banks to deposit in the Treas- 
ury as security for new currency notes. (Extra hours of 
labor required at the Treasury to meet this latter 
demand.) 

Business failures for the week, 459. 

Western railroads continue to reduce forces. 

Many large firms complain of inability to secure frac- 
tional currency to pay wages. 

Three millions of small notes sent from the Treasury to 
New York. 

Five dollars premium bid for Boston exchange on New 
York. 
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August 8. 
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The Reading Coal and Iron Company of Pottsville, Pa., 
reports that it is unable to secure small currency to pay 
wages. 

Congress convenes in Extraordinary Session; Charles 
F. Crisp re-elected Speaker of the House. 

A run begins on the Washington Loan and Trust Com- 
pany’s bank in Washington, D. C. 

Currency attains a premium of 3 per cent. 

Actual sterling exchange rates on demand rise to 4.85% 
and 4.86. 

The British House of Lords considers the Indian finan- 
cial policy. Report gains credence that the Indian 
government will re-open its mints to the free coinage of 
silver at a ratio of 24 to 1, or thereabouts. 

The price of silver advances to 76c. and to 343d. 

The Denver mint purchases $220,000 of gold bullion, 
being $66,000 more than at any time during the history 
of the branch mint. 

The President’s message to Congress urges the imme- 
diate repeal of the purchasing clause of the Sherman Law. 
Several bills with reference to coinage and the silver 
question in general introduced into the Senate. 
$580,000 in gold received from London; engagements 
of $4,000,000 more made at London for immediate 
shipment. 

Currency commands a premium of 3 and 3% per cent., 
with exceptional transactions at 4 to 5 per cent. 
Madison Square Bank in New York City suspends. 

A bank suspends in Virginia (Bank of Wellsburg). 

A brokerage firm in Wall Street suspends (H. L. Hotch- 
kiss & Co.). 

The New York Central Railroad reduces its daily train 
service by eight trains. 

The Mayor of Duluth asks the City Council to provide 
work for the many unemployed men in the city. 

The New York Clearing House raises its rate of discount 
to out-of-town borrowers. 

$1,800,000 in gold received from Europe; $2,750,000 
engaged in London. 
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Paris exchange on London rises to 25 francs 32% cen- 
times; Paris cables to America rise to 5.17% @ 5.16% ; 
Berlin cables to 9534 @ 95%. Gold moves from 
London to Paris ; and from Paris and Berlin to America. 
The Treasury Department announces that it is printing 
$1,250,000 of new currency per day. 

Montreal banks ship gold to New York. 

Sawmills on the upper Mississippi shut down. 

The Northwestern Railroad offers to carry 10,000 unem- 
ployed men to the harvest fields free of cost. 

The State Executive Council of Kansas pronounces in 
favor of free coinage at a ratio of 18 to 1. 

The “ anti-silver forces’’ in Congress do not succeed in 
organizing ; silver advocates declare in favor of repeal 
only on condition of a free coinage provision. 

Opposing factions in Congress agree on a method of 
procedure ; separate votes to be taken on repeal and on 
the ratio of coinage. 

Currency premium declines to 2 and 3 per cent. 
London advances its discount rate to 4 per cent., and its 
price for American double eagles to 76s. rod. 

Demand sterling exchange rises temporarily to 4.88%; 
cable transfers to 4.90%. The engagements for ship- 
ment immediately decrease and the rate falls to1 @ 1% 
per cent. $1,310,000 withdrawn from the Bank of Eng- 
land for shipment to New York. 

The price of silver advances to 764% per ounce. 
Bromley & Son’s extensive carpet mills in Kensington, 
Pa., resume operations. 

Boston exchange on New York sells for $1.50 and $2 
premium for cash. 

Banks in New York decline to pay out cash, save for 
actual necessities of clients. 

Wages in many piaces paid in certified checks. 

The Treasury reports an increase in the deposit of bonds 
by banks to secure circulation since January 1, of 
$23,000,000, making the total $191,000,000. 

A prominent bank in Kansas resumes (First National, 
Fort Scott). 
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Distilleries operated by the “Whisky Trust” announce 
that they cannot make collections to pay taxes (the post- 
ponement of which Secretary Carlisle refused) and will 
therefore close. 
Financial excitement in Nashville, Tenn. Runs on sev- 
eral banks. The American National suspends. 
Danbury, Conn., merchants pay wages in certified checks. 
Several money lenders in New Haven, Conn., buy up 
bank books at 75 and 8o per cent. of their face value. 
Two thousand people attend a pro-silver mass meeting 
in Spokane, Wash. 
The House of Representatives adopts an order providing 
for a final vote on the repeal of the Sherman Bill August 
26. Representative Wilson introduces a bill providing 
for the repeal of the purchase clause of the Sherman 
Law and declaring in favor of maintaining gold and 
silver at a parity. 
The currency premium declines to 1 -per cent. 
Sterling exchange declines to 4.844% for demand bills 
and 4.85% for cable transfers. 
$1,100,000 withdrawn from the Bank of England. 
The Comptroller of the Currency officially sanctions the 
use of certified checks as currency. 
Wheat advances rapidly in price in the Chicago Ex- 
change ; New York drafts discounted $15 to $30 in $1,000. 
A prominent woolen mill goes on half time in conse- 
quence of the tariff clause in the President’s message. 
The Union Pacific, Denver and Gulf Railroad goes into 
a receiver’s hands. 
The Mint Bureau issues a statement showing fluctuations 
in value of silver since 1873: 

Value of coined dollars in 1873, $0.988. 

Ratio to gold, 16.17. 

Value of fine ounce silver, $1.282. 
Thence it is traced downward to 1890-91, when it rose 
slightly to $0.80588 for the dollar, at a ratio of 19.83, 
and to $1.047 per ounce fine. In July of 1893 it stood 
at $0.56052, with ratio at 28.52 and value per fine ounce 


at $0.72037. 
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European capitals begin to discuss a renewal of the 
International Bimetallic Conference. 

The Commercial Bank suspends in Brooklyn, N. Y. 

The Savannah Cotton Exchange recommends the use of 
certified checks in settlement of balances. 

Savings banks depositors in New York and Brooklyn 
begin to return their money to the banks. 

Large Pennsylvania steel works (the DuQuesne) shut 
down. 

Cotton manufacturers (Shetucket and Falls Cotton Co.) in 
Norwich, Conn., refuse to exact rent from idle operatives 
occupying the company’s cottages. 

Total imports of gold for the week amount to about 
$14,000,000. 

Business failures, 474. 

Bank clearings for the week show a falling off of 17 per 
cent. 

A marked decrease noted in the supplies of European 
wheat. Also a decrease of 1,516,000 bushels in American 
wheat. 

A summary prepared by Bradstree?’s shows that 463,000 
men have been thrown out of employment since June 1 
(the summary covering 210 points and about 800 estab- 
lishments). Of these 17 per cent. were engaged in iron 
and steel industries; 12 per cent. in woolen, silk, cotton, 
and clothing manufacture; 11 per cent. in building 
trades (leading lines); 9.5 per cent. in silver mining and 
allied industries; 9 per cent. in coal mining and coke 
producing. 79 per cent. of the shut-downs are due to 
“depression in trade”, “lack of orders”, “stringency in 
money market”, or “inability to make usual discounts 
owing to tight money”. 

Announcement made that the “ Whisky Trust” will sue 
the Government for the detention of May and June 
exports, on which taxes were not paid. 

The steel plant of the Colorado Fuel Company resumes 
work. 

Senator Voorhees introduces a bill in the Senate allow- 
ing national banks to issue notes to the full value of 
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their bonds; Senator Vest introduces a bill providing 
for the coinage of the silver bullion in the Treasury; a 
resolution offered that no other business than finance be 
transacted. 

Continued payment of wages in certified checks in many 
places. 

Iron, steel, and cotton mills resuming in Pennsylvania 
and Massachusetts restore 20,000 men to work. 
Twenty-one elevators (under one management) shut 
down in Livingston County, Illinois. 

Inquiry is made in the British House of Commons as to 
the attitude of the American Congress toward silver. 
Fluctuation in the premium on gold causes a marked 
rise in sterling exchange rates ; sight drafts rising to 4.86 
@ 4.87; cable transfers to 4.87 @ 4.88. 

The Northern Pacific Railroad makes an assignment. 
Continued reductions in wages and force of laborers in 
many places. 

The Treasury receipts since August 1 show a decrease of 
$3,000,000; imports for the week amount to over 
$5,000,000 less than in 1892. 

The Southern Pacific Company (railroad) cuts operating 
expenses, reducing its force considerably. 

Iron workers in New Jersey strike against a 10 per cent. 
reduction in wages. 

Unemployed white laborers in the San Joaquin Valley, 
California, notified Chinamen to leave the vineyards in 
order to make work for them. 

More mills in New England resume. 

The Bering Sea Court of Arbitration renders its decision. 
Washington banks refuse to cash drafts on New York. 
Minneapolis and St. Paul bankers make a proposal to 
issue loan certificates to aid in the moving of crops. 
Suspended banks at Kansas City, Fort Scott, Rico, 
Colorado, and elsewhere, resume. 

The Gilbert Car Company, Green Island, N. Y., and the 
Troy Steel and Iron Works assign. The Carnegie mills 
at Pittsburg, Pa., give notice of reduction in wages; the 
men protest and threaten to strike. 
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Iron mills in Pennsylvania resume (Lindsay & Mc- 
Cutchin, Allegheny). 

The official populist paper, the Zopeka Advocate, in 
Kansas, demands impeachment of President Cleveland 
and Secretary Carlisle for failure on the part of the 
Treasury to purchase the requisite 4,500,000 ounces of 
silver during July. 

Indian Council drafts decline from 1s. 4d. to 1s. 34d. 
Operatives on the Louisville and Nashville Railroad 
refuse to accept a 10 per cent. reduction, but offer to 
loan the company a certain portion of their wages for 
three months without interest. 

The currency premium advances again to 2 and 3 per 
cent. 

Engagements made of $3,800,000 in gold abroad. 
Important banks in Colorado resume (the American 
National and National Bank of Commerce, Leadville). 
The first bank suspension in Dubuque, Iowa (the First 
National). 

Cotton mills in the vicinity of Petersburg, Virginia, shut 
down. A big steel and iron company (the Oliver) in 
Pittsburg, Pa., assigns. Continued retrenchments by 
the railroads throughout the country. 

Workmen in the Baldwin locomotive shops in Philadel- 
phia strike against reduction in wages. 

Coal miners in Youghiogheny Valley, Pa. resume 
operations, miners accepting a reduction of wages. 

The report of the Comptroller of the Currency shows a 
decrease from May 4, to July 12, of individual deposits 
in National banks of $193,000,000; in loans and dis- 
counts of $137,000,000; in specie of $21,000,000; in 
undivided profits of $1,300,000. 

Unemployed Jews in New York City make disorderly 
demonstrations. 

Senator Voorhees introduces a bill prepared by the 
Finance Committee providing for repeal of purchasing 
clause of Sherman Law, and declaring in favor of con- 
tinued use of gold and silver as legal tender and the 
maintaining of all moneys at a parity. 
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Berlin and Paris money offered in the grain loan market 
at Chicago. 

Reductions made in wages and hours of operatives in 
Kansas and Missouri mines. 

Banks in Kansas and Colorado reopen. 

Polish laborers threaten to burn the City of Buffalo 
unless work is given them. 

Leaders of the unemloyed in St. Louis suggest a demon- 
stration at the capital. 

Meals served to the unemployed men in Denver at the 
uniform rate of five cents. 

Merchants in Boston and Springfield, Mass., urge Con- 
gress to an immediate vote on the repeal of the Sherman 
Bill. 

The acting director of the mint (Preston) issues state- 
ment showing approximate money holdings of the 
countries of the world as follows: 


SILVER. 


United States 
Great Britain 
France 
Germany 
Russia - 


615,000,000 
100,000,000 
700,000,000 
211,000,000 

60,000,000 


Aggregate of gold - - $3,582,605,000 

3 silver - - 4,042,700,000 

Uncovered paper- - - 2,635,87 3,000 

Distributed as follows: 
GOLD. TOTAL. PER CAPITA. 

United States - - $604,000,000 $9.01 
Great Britain - - 550,000,000 14.41 
France 800,000,000 20.52 
Germany - 600,000,000 12.12 
Russia 250,000,000 2.21 


The ratio between gold and silver prevailing in France, 
Belgium, Italy, Spain, Netherlands, Russia, and North 
and South America is 1 to 15%. 

The per capita circulation of all moneys is as follows: 
France, $40.56 ; Cuba, $31; Holland, $28.88 ; Austra- 
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lia, $26.75 ; Belgium, $25.33 ; United States, $24.34; 
United Kingdom, $13.42 ; Russia, $7.16. 

The 5000 miners on strike in the Santa Fé mines, 
Kansas, accept a reduction of wages and return to work. 
A bank suspends in Wisconsin (American National, 
Racine). 

The Havemeyer sugar refinery, Williamsburgh, N.Y., lays 
off between 2000 and 3000 men because of inability to 
obtain currency to pay wages. 

A smelting company in Leadville resumes work (The 
Bimetallic). 

Total imports of gold for the week amount to over §r10,- 
000,000, much of which comes from the Bank of France. 
The New York bank statement shows an increase of 
$4,500,000 in lawful money, and a decrease in loans of 
$5,250,000 ; reducing the deficit in the surplus reserve 
to about $12,000,000. This is regarded by some as the 
first sign of improvement in the financial situation. A 
marked falling off in business ‘failures is noted for the 
week, the total being 407. 

The wheat exports increased to 6,129,000 bushels. 

The bank clearings aggregate only $732,000,000, a 


decrease of 1 per cent. in the week. 

The wheat crop declines for the week by 1,659,000 
bushels. 

Sub-Treasuries of the United States ordered to pay out 
gold over the counters the same as other classes of 


money. 
The Treasury statement for the first twenty days of 
August shows a decrease of $3,596,000 in custom collec- 
tions at New York. July $8,696,975, August $5,101,290. 
A statement issued by the Mint Bureau, Treasury Depart- 
ment, showing the production and coinage of gold and 
silver from 1792 to 1892. Total of gold $5,633,908,000, 
silver $5,104,961,000. Of the gold $3,582,605,000 has 
been coined, the balance used in the arts; of the silver 
$4,042,700,000 has been coined. 

A marked rise made in distilling and cattle feeding 
stock. 
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The premium on money declines slightly; the buying 
rate to 1 @ 1¥% per cent., the selling rate to 2 @ 2% 
per cent. 

The private discount rate in London rises to 4% per 
cent., anticipating an advance by the Bank of England. 
Sterling exchange advances, actual rates for demand 
bills, to 4.88 @ 4.88% ; cable transfers, to 4.894% @ 
4.89%. 

Prominent mill owners in Fall River (Mass.) make 
efforts to call together New England manufacturers for 
the purpose of declaring a 20 per cent. reduction in 
wages. 

New York State employés at Albany paid in certified 
checks. 

Only $50,000 specie engaged in London for import. 
Call loan rates open at 8 per cent. and close at 4 per cent. 
The premium on currency declines ; buying rates to 1 
per cent., selling rates to 2 per cent. 

Late in the day the premium on gold drops to below 1 


per cent. 
The sterling exchange rates close at 4.88 @ 4.88%, and 
4.88 @ 4.89. 


Senator Peffer introduces a resolution into Congress 
calling for a report from the Secretary of the Treasury 
as to whether National banks in New York, Philadelphia, 
and Boston are acting in compliance with the law in 
the matter of paying checks and in the rates of interest 
charged on loans. 

A statement, made in response to Congressional inquiry 
by the Secretary of the Treasury, shows silver purchases 
under the Sherman Act as follows: From August 13, 
1890, to August 16, 1893, 161,521,000 Ounces were pur- 
chased, costing $150,669,459. Treasury notes had been 
issued in payment for silver bullion to the amount of 
$150,115,985, of which $714,636 had been redeemed in 
silver dollars and retired. Up to August 1, 1893, 
$49,164,160 Treasury notes had been redeemed in gold ; 
$36,087,185 standard dollars had been coined from the 
bullion purchased. 
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Switchmen on the Terre Haute and Evansville railroad 
strike against payment in checks dated September. 11. 
Unemployed workmen in San Francisco organize a 
federation for mutual aid. 

Banks suspend in Texas, Illinois, and lowa ; and resume 
in Iowa, Illinois, and Kentucky. 

The suspended Chemical National Bank of Chicago 
receives permission to pay its depositors 50 per cent. 
dividend. 

Senator Voorhees speaks in advocacy of his repeal 
measure. 

Foreign dealers and investors begin to take an interest 
in American high-class bonds. 

A special meeting of the Massachusetts Board of Trade 
adopts a resolution urging Congress to an immediate 
vote on repeal. 

The Mayor of Detroit suggests, as a measure to relieve 
the money stringency, that the city issue bonds in small 
denominations of $20 and $25, the sale of which would 
put considerable currency in circulation. 

Striking longshoremen in New York organize to prevent 
the substitution of Italian laborers in their places. 

Two banks suspend and three resume, one of the latter 
being a prominent bank in Louisville. 

Considerable controversy in the Senate over referring 
Senator Peffer’s resolution to the committee. 

The premium on currency falls to % and 1 per cent. 
The Bank of England advances its rate of interest to 5 
per cent. 

The premium on gold to arrive declines to % of 1 per 
cent. 

Only about $30,000 specie engaged in London for 
import. 

Sterling exchange actual rates, demand 4.86% @ 4.87; 
cable transfers 4.88. 

Marked improvement in the prices of Chicago Gas, 
Distilling and Cattle Feeding, Reading, Western Union, 
and Manhattan Railway stocks on the Exchange. 
Prominent advocates of silver coinage speak in a public 
mass meeting in New York city. 
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Senators Peffer and Allen and Representative Pence 
speak in Congress. 

The New York Superintendent of Police forbids the 
gatherings of unemployed Jews and “anarchists”, as 
being a menace to public law and order. 

The premium on currency falls to % per cent. to sellers 
and 1 per cent. to buyers; the premium on gold to 
arrive becomes not readily salable at 4 of 1 per cent. 
The Secretary of the Treasury directs the immediate pay- 
ment, without rebate, of the interest due September 1, 
on the funded loan of 1891, ¢. ¢., the 2 per cent. bonds. 
Senator Hill and Senator Stewart speak on the repeal 
measure. 

The New York Associated Banks weekly statement shows 
a further improvement over the preceding week, there 
being an increase of $775,000 in legal tenders; a 
gain in specie of $4,578,000, a total increase in lawful 
money of over 5% millions. The loans are contracted 
by about $3,000,000, and the deficit in the surplus 
reserve is reduced to $6,738,000. 

The gold imports for the week aggregate about 
$6,800,000, of which $1,500,000 is from the Bank of 
France. 

Bradstreet’s reports a slight increase in the volume of 
general trade; 456 business failures for the week. 

The debate on the repeal of the silver bill concluded in 
the House of Representatives. Congressmen Reed, 
Allen, Cockran, and Wilson speak. 

Tube works in Pennsylvania employing from 7,000 to 
9,000 men give notice of resumption on August 30. 
The House of Representatives passes the Wilson Bill for 
the repeal of the Sherman Law by a vote of 240 to 110. 
The measure goes to the Senate. 

The Secretary of the Treasury directs the San Francisco 
and Philadelphia mints to coin the gold held as bullion, 
amounting to between $85,000,000 and $90,000,000. 
Imports of $5,400,000 gold with delivery of new bank 
notes from the Treasury reduces premium on currency 
to 4% and ¥&% of 1 per cent. 
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Sterling exchange declines to 4.864% @ 4.87% on sight 
and cables. 
The Fall River mills reduce wages 1o and 15 per cent. 
The Big Four Railroad cuts wages 10 per cent. 
Many Hungarians, Italians, and Poles leave the mines of 
Pennsylvania to return to Europe, believing that there 
is a conspiracy among Americans to deprive them of 
work. 
Banks resume as follows : 

German National, Denver, Col. 

State National, Denver, Col. 

First National, Cafion City, Col. 

City National, Louisville, Ky. 

Merchants’ National, Louisville, Ky. 

First National, Ashland, Wis. 
The passing of the Repeal measure in the House creates 
confidence abroad ; foreign purchases of stock run up 
to 15,000 shares; and bankers in London offer a con- 
siderable amount of sterling loans. 
Nearly all the thirty knitting mills in Amsterdam, N. Y., 
shut down. 
Carders and spinners in Wilson’s woolen mills, Tren- 
ton, N.J., strike against a reduction of 10 per cent. in 
wages. 
Walter A. Wood’s Harvester Works, New York, start up, 
restoring 2000 men to work. 
Senator Sherman addresses the Senate in favor of the 
repeal measure. 
$800,000 of gold imported. 
The premium on gold to arrive disappears, with no 
demand for it on sale except for large sums for the pay- 
ment of wages. 
The Nicaragua Canal Company goes into a receiver’s 
hands. 
Senator Wolcott, of Colorado, speaks against repeal in 
the Senate. 
Boston Exchange on New York declines to 15 cents 
premium for cash. 
The Treasury purchases of silver for August amount to 
3,892,022 fine ounces, costing $2,880,532. 





= 











166 


September 2. 


September 4. 





JOURNAL OF POLITICAL ECONOMY. 


Receipts of the Government for August amount 
$7,000,000 less than in July ; expenses $6,000,000 less. 
Expenses for July and August exceed receipts by 
$17,000,000. The total of receipts since January is 52% 
millions, as against expenditure of 6834 millions. 

The Treasury again pays out currency notes. 

The Equitable Mortgage Company of New York fails 
with liabilities of $19,000,000. 

The Baltimore and Ohio Railroad reduces its higher 
salaries. 

The gold purchases at the Denver mint for August 
amount to $200,000. 

An increase in volume of distribution of merchandise 
reported from Cincinnati, Indianapolis, Chicago, St. 
Louis, Kansas City, and New Orleans. 

The business failures amount to only 369, a decrease of 
138 over preceding week. 

New York savings banks report that only 10 to 20 per 
cent. of the withdrawal notices have been followed by 
actual withdrawals. 

More banks have paid Clearing House balances in cash 
than in loan certificates. 

Gold receipts by import $7,500,000; gold has ceased to 
move from Paris and London. 

Money on call at 15 and 20 per cent. 

New York banks gain a little over $6,000,000 in lawful 
money ; two-thirds of this in specie; an increase of 
$2,000,000 in legal tenders ; deposits increase despite 
reduction in loans; deficit in surplus reserve reduced 
to $1,567,525. 

Premium on currency declines to % of 1 per cent. 
Premium on currency disappears. 


INDEX TO MONETARY AND FINANCIAL CHRONICLE. 


APPRO 


AUSTR 


PRIATIONS. 
President Harrison instructs reduction in estimates 
Total of LII. Congress, $1,026,822,049 


ALIAN BANK FAILURES. 


First - 
Most Important - 
Deposits larger than withdrawals 


BANKS. 


Clearings show material decrease 
Nine per cent. decrease 
One per cent. decrease 


New York City. 
Exchange gold with Treasury for currency notes 
Issue Clearing House Loan Certificates - 
Loans exceed deposits 
Offer $6,000,000 in call loan market 
Surplus reserve shows a deficit 
Deficit decreases 
Refuse to clear for Philadelphia - 
Fix upon uniform rate of loan to foreign brokers 
Deficit in reserve increases to $14,000,000 - 
Madison Square suspends - - 
Decline to pay cash save in cases of necessity 
Increase in lawful money - - - 
Further improvement - - 
Reduction of deficit in surplus reserve 


Interior—Bosion. 


Exchanges gold with a 
Issues loan certificates - 


Jnterior—In general. 
Increase reserves in New York Banks - 
Reduce reserves in New York Banks 
Withdraw $5,000,000 from New York Banks 
Withdraw $8,000,000 from New York Banks 
New York Clearing House raises discount rate 


National—Report of Comptroller on 
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1892-93 
Nov. 21 
Mch. 1 


April 4 
April 12 
May 16 
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Savings—Apply time rule on withdrawal of deposits. 
Omaha, Nebraska 
New York and Queens County 
Massachusetts 


Suspensions. 
Loan and Trust Company, Iowa 
Chemical National, Chicago 
“Dwiggins” Banks’ - - - 
Northwestern Loan and Trust Cungney 
| New York City - - - - - 


Dakota 
Milwaukee - - 
Tacoma, Washington 
Texas - 
Southern California 
Los Angeles, California 
Minneapolis 
i Buffalo 
, Colorado 
} Utah 
Nebraska 
‘ Manitoba 
ib Omaha 
Kansas City Senet 
Kansas City (further) - - - 
Wyoming - - - - - 
Louisville (Important) 
Montana : 
; “ Mitchell’s ” 
: Indianapolis - - 
: Eleven in West, South, and East - - 


Illinois, Wisconsin, Oregon, —— saan and Kentucky - 


Three in St. Paul - . 
Nashville, Tennessee 
Brooklyn, N. Y. - : . 


Report of Comptroller of Currency on National Banks, 


Reopenings. 
Buffalo - 
Southern California - - 
Spokane, Washington’ - - 
Depositors return deposits in Kansas s City 
Kansas City - - - - - 
Colorado - - - - 


ei ie eae 


Louisville 





1892-93. 
June 13 
July 28 
July 31 
April 25 
May 8 
May i2 
May 13 
May 23 
May 29 
June 1 
June 2 
June 5 
June 14 
June 21 
June 26 
June 26 
June 30 
July 1 
July 5 
July 5 
July 6 
July 14 
July 15 
July 20 
July 22 
July 24 
July 25 
July 25 
July 27 
July 29 
Aug. I 
Aug. 10 
Aug. 12 
Aug. 17 
July 3 
July 5 
July 6 
July 19 
July 22 
Aug. 16 
Aug. 23 








APPENDIX. 
BERING SEA ARBITRATION. 
Decision rendered 
BONDs. 
Proposal to issue—in House of Representatives 
id a referred : 
i in Senate, by Sherman 
° - defeated 


Secretary Foster discusses issue of, with New York besten 


Cabinet counsel against 

President Harrison consents to 

Secretary Carlisle will not issue - 

Secretary Carlisle sends proposal to New York bankers - 
President Cleveland defines policy of administration 
Payment on funded loan of 1891 directed 


BUSINESS FAILURES. 
248 for week ending 
217 “ “ “ 
—” 
303 “ “ “ 
360 “ “ “ 
319 “ “ 
398 “ q 
527 “ “ “ 
— 
474 “ “ “ 
409 “ “ 
456 “ “ “ 
369 “ “ “ 
Report of Pannen 

CALIFORNIA. 
Bank failures in Southern California 
Bank resumptions in Southern California 
Bank resumptions in San Francisco 
Increased activity in gold mining 


CERTIFICATES OF DEPOSIT. 
Interest bearing, proposed by Denver banks 


CLEARING House LOAN CERTIFICATES. 


Tssued—New York 
Philadelphia 
Buffalo 
Boston 
Louisville 
New Orleans 

Authorized—Chicago 
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1892-93. 
Aug. 15 
Jan. 17 
Jan. 17 
Feb. 11 
Mch. I 
Feb. 12 
Feb. 12 
Feb. 16 
April 16 
April 22 
April 23 
Aug. 25 
May 5 
June 3 
June 10 
June 17 
June 24 
July 8 

July 15 
July 22 
Aug. 5 
Aug. 12 
Aug. 19 
Aug. 26 
Sept. 2 
July 1 
June 14-23 
July 5 
June 23 
July 30 
July 24 
June 15 
June 21 
June 26 
June 28 
June 29 
June 28 
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CLOTHING FAILURES. 
New York City 
COFFEE. 


Paris corner breaks 


COLORADO, 
Minor investment broker fails 
Denver. 
Run on People’s Savings Bank 
Silver mass meeting - 
Chamber of Commerce issues address 
Large investment company fails - 
State Silver Convention - 
Hotels suspend 
Bank crash - - - - 
Comptroller of Currency assures aid to banks 
Relief camp established - 


COMMERCIAL BILLs. 
Scarcity of, in exchange 
Free acceptance of 
ConGREss, LII., assembles 
Appropriations, total 
LIIL., assembles 
Extra session called 
= ” assembles 
Wilson Repeal Bill passed 


CORDAGE, 
Issue of new stock by National Cordage Company 
Assignment of National Cordage Company - 
Rope works, pay off employés - 
COTTON FAILURES. 
Liverpool 
Mills in Virginia close 
CURRENCY. 
Per capita circulation 
Increase of circulation - - 
Premium on circulation 1% @z2 per cent. 
advances to 3 per cent. 
. 3, 3%, 4@5 per cent. 
declines to 2@3 per cent. 
“to I per cent. 
advances to 2@3 per cent. 
declines to 1@2 per cent. 





1892-93. 
May 3 
May I 
May I5 
May 24 
June 29 
July § 
July 10 
July 11 
July 14 
July 17-18 
July 20 
Aug. 2 
Aug. 12 
Aug. 3 
Nov. 27 
Mch. 3 
Mch. 4 
June 30 
Aug. 7 
Aug. 28 
April 28 
May 4 
May 8 
April 12 
Aug. 17 
June |! 
Aug. 1 
Aug. 3 
Aug. 7 
Aug. 8 
Aug. 10 
Aug. 11 
Aug. 16 
Aug. 22 


APPENDIX. 


Premium on gold to arrive declines to below 1 per cent. 
gold declines to 4@I per cent. - - 
gold to arrive declines to % of 1 per cent. 
gold declines to &% of 1 per cent. - 


Fractional. 


Scarcity of - - - - . ‘ = 
$3,000,000 of sent by Treasury to New York 


Certified Checks as. 


Use of, sanctioned by Comptroller 

State employés paid in - 

Strike against payment in - 
Comptroller of. 

Issues circular to bank directors 

Assures aid to Denver banks 

Sanctions use of certified checks 

Report on national banks” - 


DIsCOUNT ON MONEY IN LONDON. 
Bank of Engiand rate 2 per cent. 
advances 3 per cent. - 
street rate 34% @3% per cent. 
rate 4 per cent. 
declines to 3 per cent. 
“ to 2% percent. - 
advances to 3 per cent. 
= to 4 percent. - 
street rate advances to 4% per cent. 
- advances to § per cent. 


DISTILLING AND CATTLE FEEDING Co. 
Rumors of insolvency 
Suit to annul charter 
Distilleries withdraw from - : 
Petitions for postponement of tax collection 
Postponement refused 
Sues the Government 
Distilleries close - 


DIVIDENDs TO DEPOSITORS. 
Issued by suspended banks 


DouBLe EAGLEs, PRICE OF, im London. 
Reduced to 76s. 8d. 
Advanced to 76s. gd. 
Advanced to 76s. 10d. 
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EXCHANGE, RATE FOR STERLING. 


Advances to 4.87 %4@4.87% - 
Advances to 4.88@4.88 % and 4. 88% 
Declines to 4.874% @4.87% 
Advances to 4.873 @4.88 
Declines to 4.87% @4.87% 
Advances to 4.89% = - : 
Advances to 4.89% and 4.90% 
Declines to 4.87% @4.89% 
Declines to 4.86% @4.86% 
Declines to 4.85 - : 
Declines to 4.82%@4.84% - 
Advances to 4.84% @4.86% 
Declines to 4.83% 

Declines to 4.83@4.83% 
Advances to 4.85@4.85 4 
Declines to 4.83 - : 
Declines to 4.82@4.82\% 
Advances to 4.83% 

Advances to 4.83%4@4.84 
Advances to 4.85 4@4.86 
Advances to 4.88% and 4. 90% 
Declines 1 and 1% per cent. 
Declines to 4.84% and 4.85% 
Advances to 4.87 and 4.88 
Advances to 4.88% and 4.89% 
Declines to 4.87@4.88 
Declines to 4.86% @4.87% 


EXPORTS, OTHER THAN SPECIE. 


Increase 
Excess over imports 
$8,800,000 aggregate for the week 


FOREIGN INVESTORS. 


Renewal of interest in American stocks 


FosTER, CHARLES. 


GoLp. 


Ex-Secretary of the Treasury, fails 


Exports: Annual begin 
Possible at a profit 
Weekly total of Sa.gee) 000 
Renewed - 


To Paris, $4,300,000 
$4,000,000 
$6,500,000 





1892-93 
Nov. 23 
Nov. 30 
Dec. 20 
Jan. 10 
Feb. 20 
Feb. 23 
April 20 
June 7 
June 9 
June 16 
June 21 
June 22 
July 11 
July 12 
July 18 
July 20 
July 27 
Aug. I 
Aug. 3 
Aug. 7 
Aug. 10 
Aug. 10 
Aug. II 
Aug. I5 
Aug. 21 
Aug. 24 
Aug. 28 
Mch. 31 
April 29 
July 11 
Aug. 23 
May 26 
Feb. 19 
Nov. 30 
Dec. 17 
Dec. 31 
Jan. 21 
April 22 
June 3 











APPENDIX. 


Imports: The first, $325,000 
£165,000 gold bars - 
$1,000,000 for the week ending - 
$1,200,000 engaged in London 
By Boston and Chicago - 
$6,700,000 engaged in London 
$14,000,000 for the week 
From Paris, Berlin, and Montreal 
Only $50,000 engaged in London 
Only $30,000 engaged in London 
Final - - - - 

Reserve of $100,000,000 broken 

Reserve of $100,000,000 restored 

Bought by agents in Indiana 

Mining, Increased activity in 

Certificates, issue of, discontinued 

Coin Certificates paid in gold 


IMPEACHMENT. 
of President Cleveland and Secretary Carlisle demanded 
IMPORTS OTHER THAN SPECIE. 


Decrease in 


INDIAN MINTs. 

Closed to free coinage of silver 

Report of reopening at ratio of 24 to I 
INVESTIGATION OF BANKS. 

Resolution requiring, introduced in Senate 


LATIN UNION, 
Italy proposes to cease coining 2% franc-piece 


LOAN CERTIFICATES. 
To move crops, proposed 
[See also CLEARING House LOAN CERTIFICATES. ] 


Loans, Rate for 
In “call loan” market, advances to 444@5 per cent. 
advances to 6 per cent. 
advances to 25 per cent. 
advances to 40 per cent. 
declines to 7@4 per cent. - 
advances to 15 per cent. 
advances to 40 per cent. 
re-advances to 10@20 per cent. 
advances to 40 per cent. 








1892-93. 
July 11 
July 14 
July 22 
July 27 
July 31 
Aug. I 
Aug. 5 
Aug. 9 
Aug. 22 
Aug. 24 
Sept. 2 
April 20 
Aug. 2 
July 25 
July 30 
April 15 
June 13 
Aug. 16 
Aug. 25 
June 26 
Aug. 7 
Aug. 22 
July 20 
Aug. 16 
Sept. I 
Sept.- 19 
Dec. 17 
Dec. 19 
Dec. 23 
April 22 
May 5 
June 16 





















































JOURNAL OF POLITICAL ECONOMY. 


1892-93. 

In “ call-loan” market, advances to 75 per cent. : - - June 29 
advances to 6 plus % per cent. per day com- 

mission - : - : - - July 25 

opens at 8; closes at 4 percent. - . Aug. 22 


LONDON DEALINGS IN AMERICAN MARKETS. 
Offers money in loan market 
Buys in disturbed Exchange 
Buys in disturbed Exchange 
Buys wheat 
Buys stocks 
Brokerage failures in 
Liquidates in “ Americans’ 
Buys heavily 
Offers sterling loans 


MESSAGE, PRESIDENT CLEVELAND’S. 


MILLs CLOSE. 
In New England 
Universally 
Saw Mills in Upper Mississippi - Aug. 


MILLS RESUME. 


In Pennsylvania and Ohio Aug. 2 
oe “ ‘ oz - o ‘ - Aug. 14 


MINES. 
Close in the West June 28-29 
St. Louis Syndicate close - July 1 
Vermillion Range close - . July 29 
Smelting Company, Leadville, Col., resumes - Aug. 19 


MONETARY CONFERENCE, 
Assembles 
Fails to submit proposals 
Renewal of, discussed 


MONETARY LEAGUE. 


Latin-American, proposed 


PARIS. 
Bank of France reaches limit of gold reserve 
_ . suspends premium on American specie 
vi increases note circulation - 
- > export of gold to 
Exchange on London rises - 











PEFFER, SENATOR. 








PHILADELPHIA. 













RAILROADS, 


Reading assigns 









Erie assigns 









RUSSIA. 









SHERMAN Law. 





In effect - - 
Bills to repeal, in H 






Bill to repeal, in Ex 


“ 






“ 














Resolution—Investigation of Banks 


PoRK PACKING, AND PROVISIONS. 


Cudahy, John, Chicago, fails 
Wright and Hughey fail 
Prices of pork and lard drop 


Draws on London and Paris deposits 


Wilson Repeal Bill passed in the House 


APPENDIX. 


Banks issue loan certificates 
New York bank refuses to clear for 


Toledo and Ann Arbor assigns 

Northern Pacific issues collateral trust notes 
a “« syndicate formed to finance 

Toledo, St. Louis and Kansas City assigns 

Earnings for May show increase 

Santa Fé discharges employés 


Western, reduce forces 

New York Central reduces train service 
Northwestern transports harvest hands free 
U. P., Denver and Gulf assigns 

S. P. Company reduces force and cuts wages 


ouse of Representatives 


- fail of enactment 


tra Session, House 


passes, in House 
passes, in Senate . 
Petitions for repeal—New York Chamber of Commerce 


Bankers of Tennessee 

Boston Chamber of Commerce 

Portland (Me.) Chamber of Commerce 
Spokane (Wash.) Chamber of Commerce 


Little Rock (Ark.) Chamber of Commerce 


Boston and Springfield merchants 
Urgent—Boston Chamber of Commerce 


Addresses against repeal of—Denver Chamber of Commerce 


= Silver Convention 

















175 





1892-93. 


Aug. 


June 
July 


Aug. 
Aug. 
Aug. 


Feb. 
April 
May 
May 
May 
June 
July 
July 
Aug. 
Aug. 
Aug. 
Aug. 
Aug. 


July 14, 1890 


Nov. 
Feb. 
Aug. 
Aug. 
Aug. 
Dec. 
May 
July 
July 
July 
July 
Aug. 
Aug. 
July 
July 
Aug. 


Sept., 1892 


22 


17 
25 









20 
28 







27 

9 
II 
28 
18 
30 
19 
12 
14 
19 
19 
18 
22 

5 
12 
28 
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SHERMAN, SENATOR. 
Bond Bill proposed - - 
Willing to repeal Sherman Law 
Speaks in favor of repeal 


SILVER. 
Purchases—Amount of, under Sherman Law - - - . - 
Bullion. 

Price of, declines to 82% 
= to 82 
4 to 62 - - 
Higher in New York than London 
Declines at New York - - - - - : 
Advances to 76 - - 
Coinage. 


Bills for free coinage defeated in House of Representatives - 
Value of dollar declines to 57 cents - - - - - 
Free coinage stopped in India - - 
Executive Council of Kansas in favor of, at 17 to 1 ratio - 

Certificates—Limit of issue reached - - - - 
Discounted in Canada 

Mines, see under MINEs. 

Meetings, in behalf of. 
Mass meeting, Denver 


. called in Montana - - - - 
American Bimetallic League, called 
= i + convened 


By women, Salt Lake City 
New York City 
STATE DEPOSITORY FOR BULLION—Colorado 
STOCKS AND THE STOCK EXCHANGE, 
Liquidation and decline of prices 
Discrimination against “manipulated” stocks 
Increased liquidation - 
Bear raid on “Grangers” 
Beginning of panic 
Decline in prices of “Gould” group 
Rumors of insolvency of various firms 
Discrimination against all industrials 
Two-hour panic 
Settlement at Clearing anes 
Prices Recover - 
Liquidation diminishes 
Investment purchases - 
Prices very low; large sales by foreign houses 





1892-93. 
Feb. 11 
June 3 
Aug. 30 
Aug. 22 
Dec. 21 
Dec. 27 
June 27 
July 3 
July 7 
Aug. 7 
Aug. 28 
June 27 
June 26 
Aug. 9 
Aug. 3 
April 25 
June 29 
June 29 
July 2 
Aug. I 
July 27 
Aug. 24 
July 30 
Dec. 17 
Feb. 16 
Feb. 16 
Mch. 8 
April 16 
May | 
May 3 
May 3 
May 5 
May 8 
May 8 
July 12 
July 12 
July 18 











Prices rise - - - - - 

Marked improvement in some prices 
STRIKES. 

Switchmen in Chicago - 

Rumor of, on Pennsylvania Railroad 

Toledo and Ann Arbor Railroad - - 


‘TREASURY OF UNITED STATES. 
Report, Treasurer Nebeker 
Deficit in, if appropriations paid - 
“Free gold” reduced . . 
Discontinues issue of gold certificates 
“Free gold,” $40,500 - 
$100,000,000 gold reserve broken 
Gold notes of 1890 redeemed in gold 
$100,000,000 reserve restored 
$100,000,000 again broken - 


$100,000,000 reserve restored - - 
Printing currency notes - 

Increase of circulation since January I 
Decrease in receipts - - - 

Orders payment of gold - - - 
Decrease in customs collections 


Orders payment on 1891 funded loan 
‘TRADE. 

Bradstreet’s reports improvement in 
UNEMPLOYED. 

First important discharge of employés 


Mayor of Duluth asks provision for : 
Transported free to harvest fields - 


Total to August 12 at 210 points 

Drive Chinamen from vineyards 

Jews in New York City, disorderly — - 
Poles threaten to burn Buffalo 

In San Francisco organize Federation - 


Gatherings of Jews forbidden in New York 








Extreme liquidation—“ Dullest day since 1873 ” 


Mayor of Detroit suggests measure of relief for 


APPENDIX. 


Toledo and Ann Arbor Railroad enjoined (Decision, April 3) 
Three hundred and fifty thousand miners, England 


$1,000,000 drawn from Chicago Sub-Treasury 
Only half required silver purchase made during July 


Statement of metal production and coinage since 1792 


Cotton manufacturers refuse to accept rent from 
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1892- 


July 
July 
Aug. 


Feb. 
Mch. 
Mch. 
Mch. 
July 


Aug. 


May 

Aug. 
Aug. 
Aug. 
Aug. 
Aug. 
Aug. 
Aug. 
Aug. 
Aug. 


93- 
25 
27 
24 


12 
12 
15 
17 
18 
22 
23 





} 
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WAGES. 1892-93. 
Reduction in, 13 per cent., in Vermont - - - - July 25 
Continued - - : - - - - Aug. 15 

Iron workers strike against - - - ° - - - Aug. 15 

Iron workers strike against - : . - : - . Aug. 17 

Coal miners accept - - . - - - - - Aug. 17 

And in hours of work . - - . - - . Aug. 18 

5000 striking miners accept - : - - - Aug. 19 


WASHINGTON, D. C. 
Bank run ‘ . Aug. 


Banks refuse N. Y. drafts 
WAITE, GOVERNOR, of Colorado, speech by 


WHEAT. 

Stocks, increase of 

Exports show increase 

Great drop in price of - 

London buys heavily 

Exports, 3,553,000 

Total supply decreases 

Declines, contract grade, to 62 cents 

Advances 2% cents . 

Bull operators force a rise at Chicago 

Price of September wheat declines to 57% 
Cash wheat declines to 53% 

Decrease in European supplies noted 

Berlin and Paris money offered in loan market 

Exports increase to 6,129,000 bushels 

Crop declines - 

Grain brokers suspend 

Elevators suspend 


WHITE, STEPHEN V. 

Assigns 
WoMEN, CONVENTION OF 

In interests of silver, Salt Lake City 
WOOLEN MILL. 

Goes on half time 











